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THE “NAUTILUS” 


Atomic Sub and Builders Rely on World’s 
Greatest Lubrication Knowledge 


With the sailing of the “Nautilus” 
—world’s first atomic-powered sub- 
marine—the U. S. Navy crossed the 
threshold of the atomic age. 

Socony- Vacuum is proud that it has 
been able to play a dual role in this 
most significant event. 

First, famous Socony-Vacuum lub- 
ricants are now protecting vital ma- 
chinery aboard the “Nautilus.” 

Second, Electric Boat Division, 
General Dynamics Corp.—builder of 


the “Nautilus’—relies 100% on our 
lubricants and a program of Correct 
Lubrication to protect its plant equip- 
ment . . . has done so for the past 
34 years! 


We wish the “Nautilus” and her 
crew all success . . . pledge our con- 
tinued cooperation, in every way pos- 
sible, to the Navy and its suppliers, 
toward the end of keeping America 
and her allies strong. 





A snorkel intake tube being machined to 
very precise tolerances on one of the large 
lathes in the Groton plant. 


Hydraulic bender shapes section of 8-in. 
steel pipe in two minutes. This operation 
formerly took a full day. 
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Cover Picture . . . A Governor’s Island view 
of Lower Manhattan, still the financial 
capital of the nation, although the rapid 
growth of banking in other areas has pro- 
duced chal- 
lenging the primacy of any one metropolis. 
The clearings of the New York Clearing 
House represent about 44% of total clearings 
for the 227 Clearing Houses in the United 
States. Checks to the total amount of $517 
1954 and 
coupons paid to the total of $831 million... 
New York is the locus of the annual Mid- 
Winter Trust Conference of the American 


substantial money markets 


billion were cleared in fiscal 


Bankers Association Trust Division, held in 
February and reported in this issue. It is the 
hub of trust business in the state which has 
total trust assets estimated at $55 billion. 


Photo from Ewing Galloway 
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CORRESPONDENCE 


E. P. in Law Schools 


I appreciate your sending marked 
copies of Trusts AND Estates (Nov. 
°54), containing my article on “Estate 
Planning in Law Schools,” to the deans 
of the law schools. It is a fine thing 
for estate planning teachers that your 
magazine takes so much interest in the 
problem of how to provide adequate 
training for those wishing to specialize 
in this field. I hope that in the instant 
case good results will follow from your 
efforts. 


James J. Lenoir 
Athens, Ga. 


C.T.F. Publicity 


We have studied with much interest 
your illuminating and comprehensive 
article on “Common Trust Fund Pub- 
licity” (Dec. 54) and hasten to send 
congratulations on a job well done. 
This subject will surely come up for 
discussion in the future from time to 
time and we shall want a half dozen 
or so copies of this article for later 
reference and study. 

R. W. Ficken, 
Investment Officer 
Old Colony Trust Company 


Boston, Mass. 


I should like to congratulate you on 
the excellent article on common trust 
fund publicity. As I told you when I 
saw the proofs, | thought that such an 
article would fill a real need in the com- 
mon trust fund field. It would seem to 
me that this article can now serve us 
in our planning concerning publicity. 
Your examples were well chosen, and, 
more important, the tone of your article 
seems to me to capture the spirit of 
the regulation. 

S. H. Ballam, Jr., 
Asst. Trust Investment Officer 
Fidelity-Philadelphia Trust Co. 


Philadelphia 


Please accept my compliments on the 
excellent article in the December issue 
of Trusts AND EsTATES concerning the 
publicity which may be given a Com- 
mon Fund. 

August E. Henze, 
Asst. Trust Investment Officer 
Union Trust Company 


Washington, D. C. 
A & 
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A NEW ERA FOR NON-URBAN TRUST SERVICE 
will be opened when the Bank Fiduciary 
Fund, to be established in New York on May 
lst, brings the investment facilities of a 
major metropolitan trust institution to 
smaller trust departments throughout the 
State, on a non-profit basis. This new 
method of portfolio Supervision is the 
greatest step yet made to cure the major 
weakness of smaller trust banks — lack of 
adequate facilities — and to democratize 
the trust business as all other financial 
and industrial organizations have done to 
their benefit and that of the public. The 
modus operandi of the Fund is described by 
its newly-appointed president (page 143). 


AN ERROR ON TAX FORM 1040 has been re- 
vealed by the Internal Revenue Service. 
It appears in Schedule K relating to the 
new retirement income credit and would 
have operated to reduce the limit on that 
credit for an estimated 100,000 persons 
receiving pension, annuity or other re- 
tirement income. Line 2 should read simply 
"Enter here $1,200" rather than the 
printed phrase. Then to Line 5 should be 
added "or Line 1 (whichever is smaller)." 
The maximum is thus $1,200 and not some 
possibly lower figure... 


INCREASES IN TRUST ASSETS under admin- 
istration in 1954 were cited in 106 of the 
first 170 annual reports of United States 
and Canadian trust institutions reviewed 
by Trusts and Estates. Twenty-six others 
reached all-time highs. Only two quoted 
a reduction in trust assets, one of these 
an institution in process of liquidating 
its trust business. Twenty gave no trust 
department information. Of the few trust 
departments reporting on income, 23 cited 
gross income at an all-time peak, 20 . 
others reported gains, nine said earnings 
were "Satisfactory." Three reported gains 
and one an all-time high in net income. 
Thirty-three of the 170 institutions cited 
continued growth of their Common Trust 
Funds and six more had established funds 
within the year. Details will be published 
in succeeding issues of T&E. 
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FIDUCIARY INCOME TAX FORM 1041 is giving 
trustees, attorneys and accountants con- 
Siderable trouble, if reports received 
here and comments at the Mid-Winter Trust 
Conference session on taxation are any in- 
dication. To help clarify the many ques- 
tions raised, our Federal Tax Editor 
Samuel J. Foosaner and his associate G. 
Norman Widmark have written an explanatory 
analysis on "How to Prepare Fiduciary In- 
come Tax Returns" which because of its 
length could not be published in T&E but 
is available in pamphlet form for one dol- 
lar a copy. 


THE 18 BILLIONAIRE BANKS HOLD $48 BIL- 
LION of deposits, or 26% of the $182 bil- 
lion aggregate deposits held by all 13,879 
commercial banks in the United States as 
of Dec. 31, 1954. This, however, is a 
decline from the 30% of all deposits held 
by the 18 largest banks as of ten years 
before, when the aggregate was $128 bil- 
lion for the nation's 13,992 commercial 
banking institutions . . . New York City 
banks showed an even greater decline in 
percentage of the nation's total deposits, 
from 22% on Dec. 31, 1944 to 16% on Nov. 
24, 1954 (latest Federal Reserve Board 
estimate). It is important to note, how- 
ever, that New York City banks are re- 
stricted in branches to the five boroughs. 
Simultaneously, savings banks of New York 
increased their deposits from $5.6 billion 
to over $12.3 billion. 


ANNUAL BUSINESS REVIEW ISSUES OF NEWS- 
PAPERS in the major cities generally pub- 
lished extensive reviews of the Life In- 
Surance, Mutual Fund, Securities, Savings 
and especially Savings & Loan fields, but 
paid scant attention to Commercial and 
Trust Banking. Besides comparative data 
on growth in assets or deposits, feature 
articles frequently covered main break- 
downs of investments for insurance and 
investment companies, dividends of savings 
banks and savings and loan companies. The 
few news columns on commercial banking 
referred to earnings as well as assets, 
deposit and loan totals and an occasional 
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feature such as the financial commentary 
and review by Homer Livingston, president 
of Chicago's First National Bank and of 


the American Bankers Assn. The correlation 


SPEAKING UP FOR TRUST BUSINESS, vice 
president Clarence Hinds of First Trust 
Co. in Lincoln, Neb., called attention to 
an oversight in an editorial comment in 




















with sources of advertising was notable, Business Week relating to a "new plan" for 
savings and loans being the most frequent obtaining charitable gift tax deductions. 
space-buyers, banks concentrating mostly BW cited the mutual fund plan as meeting 
on Statements of conditions, with virtual- drawbacks of "life-income plans," and Mr. 
ly no trust copy being used. A worthy ex- Hinds' letter, published in the Jan. 22 
ception was the page ad of Northwestern issue, correctly remarked the long-estab- 
ving} National Bank of Minneapolis, reproducing lished value of bank trust funds for such 
n= its series of ads in Time. January lst-4th purposes. 
dates for Business Reviews precluded much 
ust local or national year-end data. COMMENTATOR BOOMS STOCK BUYING: When 
in- Walter Winchell broadcast news of proposed 
S< FULL MARKET PRICE FOR SMALL SHARE- issuance of additional stock by Pantepec 
HOLDERS offered by several corporations Oil Co. on Sunday night, Jan. 9, a flood 
. to owners of less than ten shares is prov- of orders boosted the stock from 6% to 8% 
tory | ing good public relations as well as econ- when the market opened Monday with the 
In=- | omy, but might well be Supplemented by greatest single block 357,000 shares ever 
offer to sell, at net market, to those recorded for a single issue. Although the 
at desiring to increase holdings to ten company had already made announcement of 
dol- | shares. Proportionate brokerage and tax the proposed increase through regular 
costs for a Single or few Shares transfer channels, the broadcast, stating that sub- 
can make holders feel "locked in" or Stantial new oil reserves were being 
L= stymied in adding shares. The practice added, brought spectacular results includ- 
bil- | of corporations offering to absorb such ing a two-hour tie-up at the market open- 
,»879 |costs can be especially beneficial to ex- ing. What might happen if George Gobel or 
aS ecutors, aS well as to the growing army other major visual aids start security 
of small investors. name-calling is cause for concern. 
21d 
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. A new concept 
b 
in IN REPORTS FOR TRUST CUSTOMERS 
Northern Trust customers now receive reports on 
their trust accounts which are easier to read and 
snSe easier to understand—with no confusing symbols 
rk and abbreviations. 
ames The New Trust Reports, the product of two years 
of extensive research and the most modern ac- 
he counting machines available, are printed on eye- 
1 pleasing gray paper of a size that’s easy to file. 
“ They are mailed to our customers on a schedule 
1S tailored to their individual requirements. 
ut fl This is another of the many Northern Trust 
| services that lawyers find helpful to themselves 
7 and their clients. You may obtain a sample of these newly 
m developed reports simply by addressing your 
THE request to the Trust Department. 
= NORTHERN TRUST 
‘he COM PANY 
50 South LaSalle Street, Chicago 90, Illinois 
; MEMBER FEDERAL DEPOSIT INSURANCE COMPANY 
al a 
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36th Mid-Winter Trust Conference 





INVESTMENT and BUSINESS PRACTICES 


Dominate Discussions and Addresses 


ITH THE LARGEST ATTENDANCE IN 
\\ its thirty-six year history, the Mid- 
Winter Trust Conference of the Ameri- 
can Bankers Association brought to- 
gether on February 7-9 over 1300 trust- 
men from all states except distant Idaho, 
New Mexico, South Dakota and Wyom- 
ing, as well as 677 registrants from New 
York City. Combining popular speakers 
of past years such as Dr. Marcus Nadler, 
Joseph Trachtman and Harry Bardt with 
a host of new faces — particularly on 
the four panel discussions — Joseph H. 
Wolfe, as Secretary of the Trust Division 
arranged a well-varied diet to cover the 
expanding interests and importance of 
the Trust Business. 


The topics showed both interesting 
contrasts and surprising similarities by 
comparison with those of twenty-five 
years ago, when a symposium on “Trust 
Investment in Common Stocks” brought 
out little support for such undertakings, 
but when, as now, profitability was a 
prime concern, as well as extension of 
living services instead of concentration 
on “post-mortem activities.” The idea of 
the “new” Uniform Trust Plan of City 
Bank Farmers Trust Company has blos- 
somed to the point where scores of 
hands went up in the Smaller Trust De- 
partments session in answer to the query 
as to how many banks are operating 
Common Trust Funds. Taxes, however, 
were of secondary concern in 1930, 
whereas in this conference a number of 
cautions were thought in order against 
letting their present heavy burdens dis- 
color estate planning and promotion. 


A continuing favorable climate for 
development and conduct of trust busi- 
ness was foreseen by all speakers and 
panel members who commented on eco- 
nomic or investment considerations. 
George Barclay of City Bank Farmers 
Trust Company, in the opening address 
(see page 97) as president of the Trust 
Division, commended the political lead- 
ership for judicious use of its powers 
and encouragement of business growth 
and monetary stability. Homer Living- 
ston of the First National Bank of Chi- 
cago, and president of the American 
Bankers Association, cited the nine-fold 
increase — since 194] — in the number 


94. 


of people in the middle income class and 
concluded that trust business “has not 
begun to saturate its growing market” 
(see page 102). Mr. Barclay also urged 
every effort to remove the inj”stices of 
restrictive laws on out-of-state qualifica- 
tion of fiduciaries by adoption of recip- 
rocity statutes. 


Evans Woollen Jr. of American 
Fletcher National Bank & Trust Com- 
pany in Indianapolis presented to Merle 
E. Selecman a bound volume of letters 
commending his long service as secre- 
tary of the Trust Division, prior to his 
election last year as executive manager 
of the Association, and presented a tray 
to Mrs. Selecman, engraved with names 
of the twelve presidents of the Division 
who served during her husband’s tenure. 


Dr. R. C. S. Young of the University 
of Georgia made a stirring presentation 
of the values which our forebears have 





Presidents Livingston (right) and Barclay 


built and left to our trusteeship but 
warned that they could be sabotaged by 
parasites who were unwilling to help 
themselves or by timid souls who failed 
to speak up when selfish or misinformed 
pressures threatened the balance between 
freedom and responsibility. 


Education, he said, is the great bul- 
wark against demagogues, so intelligent 
citizens should give time and thought to 
its quality and extension. We cannot, 
however, expect other nations to under- 
stand or appreciate the values of Ameri- 
can capitalism or “democracy” by sim- 
ply uttering the words, since few persons 
abroad have experienced their blessings 
and have heard mainly about their im- 
perfections. Karl Marx spoke of strati- 
fied classes because he had never known 
of laborers who owned their own homes 
and autos, who had political privileges 


equal to any and opportunity to rise 
from the lowest paid job to owner of a 
business. But we have come to worship 
ease and “security” more than the doing 
of a good job, Dr. Young concluded, 
citing the usefulness to employers of top- 
level personal interviews with prospec- 
tive employees after having them sub- 
mit a letter giving their philosophy of 
work. 


The Bank Fiduciary Fund — one of 
the most important and promising devel- 
opments in corporate fiduciary history 
— was described by Charles W. Buek 
of the United States Trust Company in 
an address that showed not only the 
results of excellent work of the founding 
committee but also the most thoughtful 
preparation of its presentation. The prac- 
tically complete publication is made at 


page 143. 


The always eagerly-awaited investment 
panel discussion followed, moderated by 
Richard P. Chapman, president, The 
Merchants National Bank of Boston. 
The upward surge of the stock market 
since the previous year’s discussion was 
reflected in the almost complete preoc- 
cupation of questioners with the status 
of and outlook for equities in personal 
trust accounts. The consensus was that 
values in this area, while still available, 
called for a greater degree of selectivity. 
No specific bases for adverse price action 
were cited by participants but a general 
desire to avoid high initial cost in new 
accounts was evident. The session is re- 
ported in more detail at page 148. 


Confirming Mr. Livingston’s com- 
ments on the vast growth in the middle 
income group, William O. Heath of Har- 
ris Trust & Savings Bank of Chicago 
remarked the tremendous area for devel- 
opment of smaller estates and trusts and 
investment agencies. He pointed out the 
need of impressing these people, un- 
familiar as they may be with fiduciary 
affairs, with the fact that they have only 
one estate and no chance of repairing 
the mistakes or oversights of inexperi- 
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enced or incompetent administration. 
Consistent net earnings is the only solid 


basis for internal cooperation and eX- | 


ternal development, Mr. Heath said, in | 
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citing the millions of dollars a year of 
banking business generated by trustmen 
and trust contacts. His many excellent 


and specific commentaries are reported 


at page 120. 

A call for trustmen and lawyers to 
join in restoring the true principles of 
the Constitution and the American char- 
acteristics of independence, thrift and 
individual liberty was sounded by Loyd 
Wright, of Los Angeles, president of the 
American Bar Association. Declaring 
that re-examination of fundamental 
propositions of civil and property rights 
can serve constructive purposes, Mr. 
Wright urged attention on how far we 
have wandered from that path and the 
necessity of action on the part of in- 
formed citizens to get the nation back 
on the course. His program toward that 
end is set forth at page 100. 


Nadler on Investments 


It is an easier task to keep abreast 
of changing conditions affecting fixed- 
income investments than it is with equi- 
ties but trustees must protect both the 
principal and purchasing power of as- 
sets in their care, according to Dr. Mar- 
cus Nadler, Professor of Finance, New 





Story of the Conference 


Homer Livingston, in his address 
as A.B.A. prexy, titillated a capacity 
audience at the Trust Conference with 
the story of a speaker at a large 
gathering where the loud-speaker sys- 
tem went dead. He asked if those near 
the center could hear him. “Yes,” spoke 
up a sleepy-looking individual. “Can 
you hear me in the back of the 
room?” the speaker asked. “No,” came 
the reply. With that the sleepy-looking 
character turned to the man in the 
rear and called out “Want to change 
places ?”’ 











York University. Asserting that com- 
modity prices and interest rates since 
World War II had failed to follow the 
pattern of other post-war eras, he ex- 
pressed the conviction that the trust of- 
fcer would be forced to develop new 
measuring rods to assist in timing equity 
commitments inasmuch as recent evi- 
dence demonstrates that stock price 
movements do not forecast general busi- 
hess activity or earnings of individual 
tompanies. In a growth economy, how- 
ver, which could, according to Dr. 
Nadler, reach a $500 billion GNP by 
1965 the task is rendered somewhat 
fasier through reduced likelihood of 
serious deflationary pressures. His spe- 
\cific views are set out at page 135. 

A survey of recent trends in pension 
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and reported by Harry M. Bardt, vice 
president and senior trust officer of 
Bank of America N. T. & S. A. in San 
Francisco. Among the developments he 
noted were the conversion of contribu- 
tory plans to a non-contributory basis, 
abandonment or suspension of insured 
plans in favor of fully trusteed plans, 
and the reorientation of thinking on the 
basis for determining retirement in- 
come. These and other points are devel- 
oped by Mr. Bardt at page 110. 


Electronic data-processing has prog- 
ressed so rapidly that the ABA Commit- 
tee on Mechanization of Check Handling 
last month issued to machine manufac- 
turers, and to all banks with $50 mil- 
lion assets, a booklet entitled “Automa- 
tion of Bank Procedure,” Herbert R. 


Corey, assistant comptroller, First Na- 
tional Bank of Boston, informed the 
delegates. The personal trust operations 
are already the most highly mechanized 
of any bank function, he said, and be- 
cause of this the potential savings from 
data-processing equipment are less in 
this field than in others. He expressed 
the opinion, however, that those who are 
now paying for punch card equipment 
for all purposes $14,000 or more per 
month should be making a careful sur- 
vey of the potential use of the electronic 
data-process equipment. 


The various steps in using the new 
equipment for trust departments were 
described, as well as the method of 
keeping records on tape. Any applica- 
tions susceptible to punch-card tech- 
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Chart accompanying discussion by Herbert R. Corey 


niques would be adaptable to electronic 
systems. “The justification for our ex. 
istence is based upon our ability to pro. 
cess data rapidly and accurately,” the 
speaker said. “Automation is certain to 
revolutionize many of our internal prac. 
tices. Studies thus far give definite indi. 
cations that terrific savings can be made 
in overall costs.” 


He added that one cannot sit back and 
wait for automatic data-processing to ar- 
rive, nor expect the manufacturer to 
explain how such equipment can best 
be used. “A detailed knowledge of your 
procedures is essential. Each of you has 
probably spent years learning it — you 
can learn how to use an electronic 
machine in weeks.” Bankers and trust- 
men should acquaint themselves with the 
equipment, he said, and be analyzing 
procedures, looking for the areas in 
which the electronic machines may ap- 
propriately be used. 


The remainder of the Tuesday after- 
noon session for larger departments was 
devoted to a panel on Trust Operations, 
led by J. T. Keckeisen, vice president 
and secretary of The First National 
Bank of Chicago. (See page 131 for 


summary. ) 


Trust services can be realistically an- 
alyzed and accurate costs determined for 
the various types of activities and ser- 
vices, John M. Cookenbach, assistant 
vice president of The Pennsylvania Com- 
pany for Banking and Trusts, Philadel- 
phia, told the session on Smaller Trust 
Departments. Speaking on “Cost An- 
alysis of a Smaller Trust Department,” 
he said that trust institutions are not 
immune to inflation and with increasing 
costs of doing business “we can no long- 
er remain complacent in the face of nar- 
rowing or disappearing profit margins.” 
There is nothing inconsistent with being 
fiduciaries and also good business men, 
he said, performing a creditable job for 
our beneficiaries, and, at the same time, 
running our shop at a profit. He com- 
pared quoting fees for services without 
an accurate knowledge of costs with a 
manufacturer of automobiles bringing 
out his 1955 line and announcing his 
price schedule without knowing what the 
products cost him. 


A small department can use the Rec- 
ommended Cost Accounting Procedure 
for Trust Departments devised and pub- 
lished by the A. B. A. Trust Division. 
Mr. Cookenbach said and demonstrated 
this method by applying it to the fig- 
ures and conditions of an actual but 
anonymous small trust department. 


(Continued on page 170) 


| 
TRUSTS AND ESTATES 





ma 
ma 
tio 
eve 
the 
Pri 
mu 
we 
ha 
cel 
ate 
tee 


ch: 


the 
mo 
of 

lor 
tio 


wh 
gre 
do! 
ing 


tronic 
Ir ex: 
) pro- 
” the 
2in to 
prac. 
- indi- 
made 


k and 
to ar- 
er to 
| best 
your 
u has 
— you 
tronic 
trust- 
th the 
lyzing 
as in 
'Y ap- 


after- 
S$ was 
tions, 
sident 
tional 


1 for 


ly an- 
ed for 
d ser- 
sistant 
Com- 
iladel- 
Trust 
t An- 
nent,” 
e not 
-asing 
long- 
f nar- 
gins.” 
being 
men, 
»b for 
time, 
com- 
ithout 
vith a 
nging 
g his 
at the 


» Rec- 
edure 
| pub- 
sion, 
trated 
e fig- 
| but 
a 


TATES 


HE TWENTY OR SO YEARS FOLLOWING 
pe — when the Trust Division of 
the American Bankers Association was 
established — could well be termed the 
period of infancy of the trust business. 
Aside from mortgages, government 
bonds and railroad bonds, almost no 
other investments were eligible for trus- 
tees except in the few Prudent-Man law 
states. Problems were few for the trust- 
men, and estates and trusts committed 
to their care were few. 


The second era I call the period of 
complacency. I do not mean indifference 
to the wants and needs of beneficiaries 
but a general feeling of lack of worry 
about investments. During and as a re- 
sult of World War I, the industrial 
tempo of the country rose sharply; muni- 
cipal, utility, and some industrial bonds 
became recognized as suitable invest- 
ments for trustees; there was a vast in- 
crease in corporate shares and stock 
market activity. At this time persons 
making trusts began to give full discre- 
tionary authority to their trustees. How- 
ever, here again there was not much for 


Prime quality bonds were paying as 
much as 5 and 6 per cent interest, as 
were mortgages. Beneficiaries were 
happy and rarely bothered a trust offi- 
cer. Trust departments could be oper- 
ated at a relatively small cost. Few trus- 
tees were being threatened with sur- 
charge, and everything was just dandy. 


Ther’ came the period of concern with 
the depression. I think it is from that 
moment that the quality and character 
of trust service began to take form. No 
longer could there be any smug assump- 
tion that all was well. 


Political and Economie Policy 
Changes 


Since Pearl Habor we have been in 
what might be called the period of 
growth. Even though the value of the 
dollars involved has depreciated, hold- 
Ings of common stocks tended to offset. 
We have had the two sound advantages 
of a vastly increased body of knowledge 





on investments, coupled with a country 
] ennai 
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the trustee to do — or so it seemed.’ 


GEORGE C. BARCLAY 


which, irrespective of dollar deprecia- 
tion and other unfortunate factors, has 
been a prosperous one. 


What are the factors upon which we 
can project an estimate of the climate 
of the future? 


First, of course, is government fiscal 
policy. The President has talked about 
liberalism in matters of social welfare 
and conservatism in matters of finance 
and business. The Treasury has done a 
splendid job of debt management with 
an increasing tendency and ability to 
sell bonds of longer maturity. The Fed- 
eral Reserve Board has ridden the horse 
of the economy with a snaffle rather than 
a curb bit, at the same time keeping the 
curb bit ready to use if necessary. Ex- 
cept for the inflationist element, it seems 
as if practically everybody feels that the 
results have been good and that the poli- 
cies ought to be continued. Even the 
inflationists ought to be able to observe 
that the friendlier atmosphere between 
the Administration and business in the 
past two years is paying dividends for 
other segments of the community as well 
as business. A changeover from a war- 
time to a peacetime economy with as 
little dislocation as has occurred is a 
remarkable performance. 


One of the very interesting projections 
of economic developments during the 
next ten years or so is the analysis pre- 
pared by the staff of the Congressional 
Joint Committee on the Economic Re- 
port. 


The estimate in this report is that ten 
years from now the total population of 
the United States will be 190-million 
people of whom 137-million will be 14 
years of age and over, with about 54- 
million households compared with about 
48-million today. 


The assumption is that, based upon 
these population increases, there will be 
a civilian labor force of about 76-mil- 
lion, against the present 63-million. 
Whereas it is suggested that there will 
be a small percentage decrease in the 
average annual hours of work, the out- 
put per man-hour will rise due to a high 
rate of investment and to technological 
progress. The net result is a projected 
gross national product for 1965 of about 


Favorable Climate For Trust Bustvess 


President of Trust Division, American Bankers Association; 
Vice President, City Bank Farmers Trust Company, New York City 


$535-billion compared to about $356- 
billion today. 


Increased Savings and “Middle” 
Estates 


The rate of increase in savings during 
the past fifteen years has been pheno- 
menal. I do not foresee much trust busi- 
ness emanating from time and savings 
deposits, but this indicates a continua- 
tion of the psychology of thrift. A con- 
tinued increase in the amount of life in- 
surance in force, however, will be a dis- 
tinct advantage to the trust business as 
a great many policyholders find that they 
are building very decent estates so that 
the services of our institutions will be 
needed for -both planning and adminis- 
tration. 


I have heard it said very often in the 
past years that the trust business was 
drying up because heavy taxation made 
it difficult to accumulate wealth and took 
away at death a substantial part of what 
had actually been accumulated. The 
average size of an estate or of trusts 
resulting therefrom will probably be 
smaller than was the case, say, 25 years 
ago. On the other hand, these figures do 
indicate that vast quantities of people 
have been able to save appreciable por- 
tions of income. Furthermore, it is still 
possible to amass substantial fortunes by 
developing new, active, and sought-after 
businesses which are frequently sold 
with no serious tax liability beyond that 
for capital gains. Estates thus formed 
plus those arising out of life insurance 
savings, as well as existing estates which 
will pass on to remaindermen without 
further tax, afford an ample field for 
new business. 


Application to Investments 


The application of such projections to 
our business is, of course, primarily in 
the field of investments. With every one 
talking about the high ground into which 
the market has broken, it may be of in- 
terest to say a few words about the mar- 
ket averages . . . particularly the Dow 
Jones Industrial Average as the most 
widely used. There have been no changes 
in the 30 components since 1939 . . . but 
to adjust for changes due to stock splits, 
stock dividends, recapitalizations, etc., 
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The New York Clearing House building 
erected in 1896. The New York Clearing 
House Association was established in 1853, 
second only to that in London. Following 
its custom of recent years, the Association 
was host for the luncheon closing the 36th 
Mid-Winter Trust Conference. 





it has been necessary to dilute the 
divisor from time to time to the extent 
that instead of being 30, it is today 5.76. 
Thus a change either way of 1 point in 
the Dow Jones Average today is the 
equivalent of a change of about 6 points 
in the total value of the 30 stocks. 


While the average itself has increased 
by 198 per cent since 1939, 13 of the 
components have shown a lesser in- 
crease. All but 1 have increased in actual 
market value in the past 15 years. The 5 
with the largest record of growth in 
market value rising from between 394 
to 890 per cent, and 4 of the 5 with the 
worst record in this regard have im- 
proved in market value only from 12 to 
68 per cent. Thus the Dow Jones Aver- 
age is not a guide to a trustee with re- 
spect to particular investments . . . even 
its own components. 


Every time we decide to retain a se- 
curity or decide to invest in one, it must 
be in the hope that our judgment will 
have a better-than-average result. 


Advantages of Discretionary 
Payments 


One of the most important develop- 
ments in the administration of modern 
trusts has been the wide use of discre- 
tionary clauses both in wills and in liv- 
ing trusts. It is the one provision that in 
many cases seems to make all the differ- 
ence in the world in the attitude of a 
trust beneficiary. Many widows have felt 
that trusts have kept them in a strait 
jacket where there was no discretion 
given the trustee to pay over principal or 
exercise other powers to the advantage 
of the beneficiary and where at the same 
time income was being reduced and the 
cost of living going up. I feel very 
strongly that we should welcome the in- 
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clusion of such discretionary powers 
in practically every instrument and go 
about the exercise of them with the 
greatést cheerfulness. 


The Committee on Trust Policies has 
had under consideration the advisability 
of proposing a statement of policies on 
this subject. | am not sure that there is 
any need for such a formalizing of pro- 
cedure because, after all, the very term 
“discretion” implies variation of treat- 
ment in almost every case. 


The decision whether or not to dis- 
tribute capital funds to a beneficiary 
should be made by a corporate trustee 
only after mature and deliberate consid- 
eration consistent with the spirit and 
substance of Regulation F. One officer 
alone should not be permitted to make 
the final decision. 


Counsel should be consulted, at least 
at the time of the first invasion, to make 
sure that the trustee possesses power to 
agree to the request; and if the benefici- 
ary should make later requests of a sub- 
stantially different nature, counsel again 
should be consulted. A complete record 
must be kept of all considerations which 
influenced the trustee in reaching its 
conclusion and which will stand up 
against any subsequent criticism. In a 
sense, the trustee is giving the remain- 
derman’s money to the life beneficiary. 


Reciprocal Fiduciary Rights 
Desirable 


Since the matter of reciprocity was 
last mentioned at this Conference three 
years ago, only one state, Illinois, has 
enacted a reciprocity statute so far as 
I am aware. I understand that at the 
moment a bill has been prepared for 
possible introduction in the Missouri 
legislature which would afford recipro- 
city but only with contiguous states. 


It is easy to understand how in times 
gone by the states which were then 
newer in their development may have 
thought it necessary to protect the trust 
departments of their banks by prohibit- 
ing out-of-state banks from doing busi- 
ness. However, trust business has now 
become of age in practically all parts of 
the country. The trust business is the 
only one I can think of where such pro- 
hibitions apply. I know of no jurisdic- 
tion where an out-of-state commercial 
bank may not solicit deposit accounts, 
arrange for loans, etc. Why should the 
trust business be subject to restrictions 
such as exist in a number of states to- 
day? There is every element of logic 
in reciprocity. 


Reciprocity is for the benefit of the 








public. In modern times, with people | 
moving so often from state to state, it) 
would seem to be enough of a burden on 
an individual to see to it that his will is f 
changed to conform with the laws of his 
new residence without making it neces. 
sary for him to change the executor or 
trustee with whom he may have delt for 
the greater part of his life. This view. 
point was never, better expressed than by 
Governor Dewey of New York in vetoing 
a bill passed by our legislature in 1950, 
in which he quoted from a committee 
report of the Association of the Bar of 


the City of New York: 


“The importance of giving effect 
to decedents’ choices of the persons 
to whom they may entrust the cus- 
tody of their children and their es- 
tates self-evidently far outweighs the 
dubious point of state policy which 
the bill would seek to enact. The bill 
could often prevent the only proper 
appointments, from the family view- 
point, and compel the intervention of 
strangers in purely family matters.” 

















These are some of the aspects which 
cause me to believe that the forward 
climate for the trust business is going 
to be a good one. We are engaged in a 
sound business. We have many fields in 
which to build up new fiduciary rela- 
tionships, such as employee benefit 
trusts, corporate trusts and agencies. 
One other thing we must bear in mind 
is the importance of bringing into our 
ranks the highest caliber of young men 
and women who are now completing 
‘their education. We must convince them 
that it will offer substantial rewards. 
More important, we must show to them 
that responsible jobs in our business 
automatically give an individual a high- 
ly regarded place in his community as 
well as an exciting opportunity to be of 
service. 


A & <A 


Massachusetts Trust Assets 


Rise 6% 


Total trust department assets for all 
43 trust departments of state banks and 
trust companies in Massachusetts 
amounted to $1,802,693,000 as of June 
30, 1954, according to the recent report 
of the Commissioner of Banks. This 
represents a 6% gain over the $1.698.- 
445,000 reported one year earlier. 


There was a slight lessening of the 
government bond segment of the aggre 
gate portfolio from 32.76% to 31.31%, 
and a corresponding increase in Ccor- 
porate bonds from 11.74% to 12.87%. 
Stocks remained almost unchanged at 


49%. 
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Lawyers and Trustmen Need New Look at American Way 


LOYD WRIGHT 


Los Angeles; President of the American Bar Association 


EYOND THE UNITY OF INTEREST 

which results from daily coopera- 
tion in the pursuit of our respective 
callings, lawyers and bankers share a 
common historical tradition of service 
to the principles of government in which 
our nation was conceived. In the Con- 
stitutional Convention that followed The 
Revolution, lawyers and bankers were 
prominent among those whose wisdom 
and foresight welded a powerful and 
united nation from the cluster of divided 
and quarreling states. We are all too 
apt to forget that a primary reason for 
the adoption of the Constitution was 
the need for a sound monetary system 
and a free and unhampered national 
economy. 


Close as our ties with bankers gen- 
erally may be, lawyers are even more 
closely related to trustmen. The fiduciary 
obligations which you assume impose 
the same duties of loyalty and diligence 
which the attorney owes to his client. As 
expert advisers with whom laymen en- 
trust their affairs, we fill a similar func- 
tion. The trust itself is a relationship 
devised by lawyers, and is peculiar to 
the Anglo-American legal system. The 
remarkable growth of the trust business 
has been paralleled by the opening of 
new fields of legal practice. Our pro- 
fessional relationships, both official and 
personal, have been consistently amiable. 


My choice of subject springs from my 
firm conviction that if we are to depart 
from the easy road to parternalistic gov- 
ernment down which we have already 
traveled so far, it is the informed citizen 
who understands and appreciates our 
political and economic system — the 
trustman and the lawyer — who must 
lead the way. 


Back to Basic Principles 


The essential concept which serves to 
distinguish the American scheme from 
the other political systems of the world 
is the idea that there are some things 
that government should not and can- 


Condensed from address before 36th Mid-Winter 
Trust Conference, Feb. 8, 1955. 
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not do. The 165 years’ experience of 
constitutional government in which the 
integrity of the individual is emphasized 
more than in any other government in 
the history of the world has proven that 
our sacrifice of alleged material ad- 
vantage to the somewhat idealistic be- 
lief that a man has a right to chart 
his own course is a sound concept of 
government. We have chosen to rely 
upon the individual’s capacity to think 
and to act rightly rather than to put 
our faith in the wisdom of a govern- 
ment planner; and the history of the 
success of our government, the free- 
doms that our people have enjoyed, and 
the unbelievable economic growth and 
stability of the nation under these as- 
sumptions have proved their validity. 


It is wise for us to recall these simple 
propositions from time to time. It is 
one of the paradoxes that the most 
obvious principles are often the easiest 
to overlook. We have recently had oc- 
casion to consider in detail the validity 
of some of these principles. The twin 
threats of communism, of atomic war 
from without and of subversion from 
within, have forced us to reconsider our 
theory of government. I am confident 
that the result of this painful reappraisal 
will be a renewed and revitalized respect 
for the wisdom of this nation’s founders 
and a clarified conception of the basic 
rights they established. The current chal- 
lenge to our political assumptions may 
prove to be a kind of blessing in dis- 
guise. 


Liberties are seldom lost in a direct 
attack leveled against them. I am there- 
fore concerned not so much by the 
danger to these principles for which the 
defense has already been rallied as by 
the threats to other principles no less 
basic to our form of government which 
have been largely ignored. We have sub- 
mitted more and more in recent years 
to governmental control of the pursuit 
of our livelihood. We look more and 
more to government to fill our economic 
needs. We have come to regard freedom 
in economic affairs as of a lower order 


than freedoms of speech and of belief, 
I think we commit a tragic blunder in 
doing so. The right to acquire and to 
dispose of property is inseparably bound 
up with those rights generally classed 
as civil or political. The right to speak, 
to think, and to believe without hin. 
drance becomes a hollow privilege in- 
deed to the citizen who is completely 
regimented in the pursuit of his life's 
work. 


Property Rights Tied In 


The same logic that teaches us that 
no all-wise planner should determine 
what we must believe, also teaches that 
no planner should determine the value 
of our goods or services, and that the 
only test of economic value is_ the 
capacity to bring a price in the market 
place of commerce. In our struggle 
against communism, we should keep in 
mind that the Marxist philosophy which 
we are opposing is basically an economic 
theory, and only incidentally affects the 
rights of speech and belief and others 
which are usually classed as civil. It 
would be tragic if in the course of the 
fight against the Marxist doctrines we 
should unwittingly adopt them as our 
own. 


There is no warrant in the history of 
our constitutional traditions for relega- 
tion of the rights of property to the 
status of second-class constitutional guar- 
anties. In the Magna Charta, liberty and 
property were accorded equal dignity. 
The Constitution of the United States in 
a single phrase protects life, liberty, and 
property from arbitrary deprivation 
by the Federal Government. The Consti- 
tution recognizes an inalienable right 
to acquire, hold, and dispose of property 
by lawful means, and by so doing, ex- 
cludes the Marxist notion that all pro- 
ductive property belongs to the State. 


Of necessity, we must submit to more 
interferences than the frontiersman. Two 
World Wars have accustomed us to gov- 
ernmental direction of our financial 
pursuits initiated under the pressure of 
the necessities of national self-preserva- 


tion. The financial collapse of 1929 
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‘;eadied our people for desperate meas- 
ures which in other times they never 
would have tolerated. To agree that 
these encroachments upon our liberties 
‘can be justified, or even to admit that 
‘under the pressure of circumstances they 








‘were necessary and desirable, does not 
‘commit us irrevocably to the path down 
which these steps have led us. It is high 
time that we took our bearings, to de- 
termine where we departed from the 
road laid down by the Constitution and 
‘the traditions of individual liberty which 

belief. fit reflects, and to see how far we have 

der — from that course. 
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taxation may not soon undermine our 
economic system. Federal, state, and 
local governments now collect about one- 
third of the total national income, more 
than our people spend annually for food 
and clothing. We may well wonder how 
much more of a burden can be imposed 
without destroying the individual incen- 
tive to labor productively which supplies 
the motive power to our economic sys- 
tem. 


But the profit motive is not the only 
essential element of our economic system 
threatened by government fiscal policy. 
Our economy requires capital to provide 
the tools of production, and this capital 
is supplied from the savings of indi- 
viduals. Despite the obvious necessity of 
savings to the operation of the system, 
the government has pursued revenue 
policies which either discourage or pre- 
vent the accumulation of capital. Even 
if savings were possible, the tax laws 
would leave little incentive for making 
them. The estate tax largely destroys 
one of the strongest incentives to savings 
by limiting the power to transmit wealth 
to the succeeding generation. 


By adopting continuing controlled in- 
flation as a national fiscal policy to ease 
the burden of carrying the public debt, 
the government again penalizes liquid 
savings. It is not surprising that people 
have despaired of laying aside a sum to 
care for themsleves in their old age, and 
are obliged to rely on the continued 
beneficience of the government to pro- 
vide for them. If we follow this policy 
of preventing savings to its logical con- 
clusion, government will be left, con- 
trary to the premises of our economic 
system, as the only source of capital 
and as the sole owner of the means of 
production. 


Call to Duty 


The Federal Government was dele- 
gated by the Constitution only those 
powers which the interests of the country 
at large required to be exercised on a 
national scope. But the once-clear lines 
of authority have yielded again and 
again in recent years under the pressure 
of groups unhappy with the way they 
have fared under the authority of the 
states. The massive machinery of the 
central government which has resulted 
has become further and further removed 
from the people it must serve. 


As a consequence, our people have 
come to regard the Federal Government 
not as a group of their representatives 
delegated to look after the common in- 
terest, but as an agency apart from the 
people and perhaps somewhat above 


them. There is still a germ of truth in 
the phrase, “A public office is a public 
trust,” for we would certainly be better 
served by our agents in government if 
they observed the precepts of your call- 
ing by observing strictly the limitations 
imposed upon their authority, by using 
that authority solely for the advantage 
of the beneficiaries of the powers con- 
ferred, and by dealing circumspectly 
with other people’s money entrusted to 
their care. 


The extent to which we have departed 
from the fundamental principles which 
lie behind our economic and _ political 


(Continued on page 170) 














First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘‘staff and line’ 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line’’ 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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LTHOUGH THE GROWTH OF TRUST 
. has been remarkable, there 
are some who ask whether this develop- 
ment may not have passed its peak. They 
call attention to high inheritance, per- 
sonal income and corporate income tax- 
es. What are the facts? 


There are many factors which assure 
economic development in the future, 
fully as great as we have experienced in 
the past. This economic growth may be 
expected to have a forceful impact upon 
our trust facilities and provide a con- 
tinuing and expanding need for trust 
services. 


Of outstanding importance to the trust 
business is the enormous increase in 
middle-income families. The number of 
families with incomes of more than 
$5,000 annually — over 17 million — 
has increased more than 900 per cent 
since 1941. More families have more in- 
surance, more income, and more wealth; 
and they have more need for trust ser- 
vices. 


Total liquid savings of individuals are 
over $200-billion in cash, bank deposits, 
and government securities alone; and 
the amount is increasing, for our people 
are saving annually approximately 714 
per cent of their total disposable income. 


Visualize what this income distribu- 
tion and these large savings mean in the 
planning of estates. With the growth in 
national income, home ownership, and 
the ownership of other property, there 
is a great need for wills and estate ser- 
vices. It has been estimated that nearly 
70 per cent of American property owners 
die without leaving a will. The number 
of stockholders and government bond- 
holders has grown substantially. Most 
men and women still seem unaware of 
the simplicity and inexpensiveness of 
having an attorney draw up a will. In 
this important field of trust service, we 
have not begun to saturate our possible 
markets. 


Trust Growth Factors 


The annual flow of new money into 
pension funds has been estimated at $2 


Condensed from address before 36th Mid-Winter 
Trust Conference, Feb. 7, 1955. 
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TRUST SERVICES AND ECONOMIC GROWTH 


HOMER J. LIVINGSTON 


President, American Bankers Association 
President, The First National Bank of Chicago 


billion, and this figure will grow steadily 
with a constantly expanding working 
force to be covered by pensions. What 
will be the economic manifestations of 
the expected growth in pension funds? 
Just a few of the questions that will 
need constant study are the social prob- 
lems of the aged, the effect of channel- 
ing savings through pension funds, the 
increasing impact of pension fund in- 
vestments on the capital markets, the 
competition that pension funds might 
create among other forms of savings, 
who will ultimately pay pension costs, 
and the important question of the de- 
mand for new industrial products and 
personal services that may arise from in- 
creased spending by those in retirement. 


The profit-sharing trust, too, is a trust 
service which should growth in the com- 
ing years into larger and larger volume. 

Census studies estimate that during 
the next ten years the population will in- 
crease approximately 214-million per- 
sons per year. New bond issues are being 
sold to meet the requirements of larger 
communities. We can be especially help- 
ful to many municipalities in connection 
with their growing need for trust ser- 
vices. 


We do not have to be as optimistic as 
those who believe we shall never have 
another serious recession. We need only 
to enumerate a few of the major sustain- 
ing factors in the economy to understand 
that the nation’s long term economic 
trend is upward. To illustrate: 


Over 60 per cent of our homes today 
are over twenty years old; large scale 
modernization of existing homes seems 
inevitable; entire sections need modern- 
izing to eliminate slum areas. School, 
hospital and public utility construction 
are expected to reach an annual spend- 
ing rate of more than $8 billion. Increas- 
ing capital outlays may be expected for 
a long time to come for highway con- 
struction. 

One of the fundamental forces in the 
economy is the rapidly expanding vol- 
ume of scientific research. More than 
5,000 privately owned industrial organ- 
izations employ 250,000 scientists. There 
is a direct relationship between this 
work and the industrial output of the 
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nation. For example, in the postwar pe. 
riod, research has created at least three 
new major industries: petro-chemicals, 
electronics, and nuclear energy. In the 
next few years, industry should receive 
even greater stimulus from technological 
progress. 





Technology Vital Force 


The forces set in motion by modern 
technology and rising productivity mean 
greater abundance, lower costs, price re- 
ductions, new products, new enterprises, 
and millions of new jobs. They mean 
larger industries with a greater need for 
trust services. They mean larger pension 
and profit-sharing trusts and greater use 
of trust services by individuals. 


The Joint Committee on the Economic 
Report has recently estimated that total 
national output may increase approxi- 
mately 50 per cent by 1965; that busi- 
ness expenditures on plant and equip- 
ment may amount to about $60 billion 
per year by 1965, compared to about 
$38 billion in 1954. Such growth would 
create a need for an accumulation of 
capital on a scale much larger than ever 
before. Our service as corporate trustees 
might well parallel the growth of indus- 
trial production. 


I submit that the record conclusively 
proves that in the years ahead we may 
expect still greater opportunities. The 
American people are determined to raise 
standards of living further. Higher 
standards of living are inevitably accom- 
panied by a rise in the use of trust ser- 
vices. 

We may be confronted with keener 
competition as we seek to take advantage 
of new opportunities to provide trust 
services. To meet this challenge, we can 
draw heavily on the collective experience 
of the last hundred years to plan for the 
years ahead. We have the heritage, the 
trained trustmen, and the inspiration 
that comes with a realization of the im- 
portant place our services occupy in the 
economy. 

The competent trust officer and em- 
ployee’s deep sense of responsibility 
will make a reality out of these pro- 
jections of a still greater future for trust 
services. 
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Steel Takes to the Air. In Arizona, 
there’s a sandy river bed where flash 
floods frequently occur. A gas pipe line 
had to cross the river bed. So, to avoid 


the flash flood danger, the 30-inch 
welded pipe line took to the air for 1020 
feet. Pipe and supporting structure were 
fabricated and erected by U. S. Steel. 


TRADE HARE 


STEEL 


This trade-mark is your guide to quality steel. 


SEE THE UNITED STATES STEEL HOUR. It’s a 
full-hour TV program presented every other 
week by United States Steel. Consult your local 
newspaper for time and station. 


Only STEEL can do so many jobs so well 
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Milk Tastes Better when served this 
modern, convenient way. Many restau- 
rants and school cafeterias use these 
stainless steel milk dispensers. Stainless 
won’t rust. It’s sanitary and easy to 
clean. And it’s hard enough to resist 
dents and wear. 





Frozen Steel. Ordinary steel becomes 
brittle at low temperatures. But U. S. 
Steel recently introduced a completely 
new alloy known as USS “T-1*.” This 
steel retains its strength and toughness 
at high and low temperatures; but even 
more important, it can be welded with- 
out need for heat treatment. The picture 
shows a “T-1” welded pressure vessel 
that survived a blow from a 13-ton ingot 
dropped 73 feet. The tank was chilled 
to —22° F. *Trade Mark 





1200 Feet a Minute! That’s how fast this magazine printing press gobbles up paper. At the de- 
livery end. a sharp steel knife snaps in and out 640 times a minute to cut the paper. American 
Quality Springs are used to cushion the shock. They perform so well that the customer has been 
using them in these presses for 20 years. 


UNITED STATES STEEL 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh, Pa. 


AMERICAN BRIDGE .. AMERICAN STEEL & WIRE and CYCLONE FENCE .. 


OIL WELL SUPPLY .. TENNESSEE COAL & IRON... 


Fepruary 1955 


UNITED STATES STEEL PRODUCTS .. 
UNITED STATES STEEL HOMES, INC. - 


COLUMBIA-GENEVA STEEL .. CONSOLIDATED WESTERN STEEL .. GERRARD STEEL STRAPPING .. NATIONAL TUBE 
UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 


UNION SUPPLY COMPANY ~- UNITED STATES STEEL EXPORT COMPANY + UNIVERSAL ATLAS CEMENT COMPANY 5-264 
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A Closer Look at 


Estate and Gift Tax Changes 


JOSEPH -TRACHTMAN 
Trachtman & Wolf, New York City; 


Adjunct Professor of Law, Graduate Division, New York University School of Law 


Editor’s Note. The following is a con- 
densation of the paper upon which Mr. 
Trachtman based his oral presentation 
at the 36th Mid-Winter Trust Conference 
on February 9. There limitations of time 
prevented his doing much more than 
recite’ the major changes made by the 
Internal Revenue Code with respect to 
estate and gift taxes. These are familiar 
to the readers of T&E through tthe vari- 
ous articles which have appeared since 
enactment of the law last August. Hence 
the edited verson of the manuscript here- 
with published is devoted in the main 
to those sections on which Mr. Tracht- 
man offered interpretive analysis. Pro- 
visions covering income taxation, basis 
of joint property and corporate stock 
were not within the scope of his paper. 


O FAR AS ESTATE AND GIFT TAXATION 
S.. concerned, the 1954 Internal Rev- 
enue Code made few _ substantive 
changes. There was only one important 
policy change. That was in respect of the 
inclusion of life insurance proceeds in 
the gross estate. The premium payment 
test was abolished and the incidents of 
ownership test was modified. 


Fears about the loss of revenue and 
the weakening of the estate tax as a re- 
sult of this change are prebably exagger- 
ated. For wealthy families there was 
more than one convenient and perfectly 
legal way to circumvent the former re- 
quirements for the inclusion of proceeds 
of life insurance in the gross estate. And 
where large sums are involved prudent 
persons will cortinue to observe the old 
requirements. But, to take advantage of 
Section 2042 some new life insurance 
will be owned by persons other than the 
insured with premiums paid by the in- 
sured, and there will doubtless be re- 
arrangement of the ownership of exist- 
ing life insurance. Whether it will be 
done on the wholesale scale foreseen by 
the opponents of Section 2042 is, how- 
ever, questionable. 

There are already rumors that the new 
provisions will not stick. Perhaps they 
would have had assurance of a longer 
tenure if Section 2042 had limited the 
new beneficence by way of a dollar 
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amount or to widows and orphans, or 
both, or (perhaps with more consistency 
with the Committee’s theory) if Section 
2042 had excluded from the gross estate 
that portion of the life insurance pro- 
ceeds which is described as the “invest- 
ment element,” including accumulated 
interest. In any event, the present pro- 
visions will give benefits to many middle 
class families. 


Reversionary Interests 


To be consistent in treating life insur- 
ance like other property, the life insur- 
ance proceeds must now be included in 
the gross estate if the decedent had a 
“reversionary interest” in a policy on 
his life which exceeded 5% of the value 
of the policy immediately before his 
death. The Senate Report says that in 
determining whether such interest ex- 
ceeds 5%, the rules are essentially like 
those prescribed in Section 2037. But 
how such general rules relating to prop- 
erty generally are to be applied to prop- 
erty having the peculiar characteristics 
of life insurance will have to be clarified. 


The person to whom the decedent 
transferred a policy, absolutely, has the 
power not only to designate himself the 
beneficiary of the policy on the death of 
the insured but has an inter vivos power 
to convert the policy into cash and other- 
wise to deal with it exclusively for his 
own benefit; in other words, it may be 
said that he has the equivalent of a gen- 
eral power of appointment. Section 2037 
specifically states that such outstanding 
power will eliminate the tax despite the 
existence of a reversionary interest in 
the transferor — but Section 2042 does 
not have an analagous exception. Yet it 
is difficult to believe that the variance in 
the language of the two Sections has any 
significance. The main intent was to put 
life insurance on a parity with all other 
property. 

Suppose the transferee of the policy 
dies before the insured and the entire or 
partial ownership: of the policy has 


passed to the insured as legatee or inte- 
state distributee. Then, immediately be- 
fore the death of the insured he would 
have ownership and not merely a “pos- 
sibility” of ownership. If the insured 
then had full ownership of the policy, it 
is clear that all the proceeds would be 
includible in his gross estate. It would 
seem clear that if the insured received 
such ownership as executor or trustee 
of the transferee’s will, without having 
any beneficial interests or power to vary 
beneficial interests, the insured would 
not have the requisite “ownership” — 
but it would be useful to have the Regu- 
lations so provide. 


If at his death the insured had only a 
fractional part of the ownership of the 
policy, the language of Section 2042 
would present a problem of construc- 
tion: Does the expression “to the ex- 
tent” relate to the entire amount receiv- 
able by all other beneficiaries — or only 
to the fractional interest in respect of 
which the insured had incidents of own- 
ership? In other words, if the insured 
immediately before his death had owner- 
ship of one-third of the policy, what 
would be included in his gross estate. 
one-third or all the proceeds of the 
policy? 

This and other problems which may 
arise if the transferee of the policy dies 
before the insured can be avoided by 
carefully drafting the will of the trans- 
feree, perhaps by careful distribution of 
the estate of the transferee if he dies 
intestate — or by having the ownership 
of the policy in the trustee of a care- 
fully drafted inter vivos trust. 


Transfers without Reservation 


Under Section 2037 property trans- 
ferred irrevocably, without the reserva- 
tion of a primary life estate by the trans- 
feror, is includible in the gross estate 
only if all of the following elements are 
present: 


1. The transfer was made after 
September 7, 1916; 
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2. The transfer was not a bona 
fide sale for an adequate and full 
consideration in money or money’s 
worth; 


3. Possession or enjoyment of the 
transferred property can, through 
ownership of the transferred interest, 
be obtained only by surviving the 
transferor; and 


4, The transferor retained a re- 
versionary interest in the transferred 
property, which immediately before 
the transferor’s death exceeds 5% of 
the value of the transferred property; 
i.e., the transferor’s chance of re- 
couping the property was better than 
one in twenty. 


The “special rules” in Section 2037 (b) 
show that the term “reversionary inter- 
est” is not used in its technical property 
law sense but includes any “possibility” 
that the transferred property may return 
to the transferor or his estate, or be sub- 
ject to a power of disposition by him. 


If the transfer was before October 8, 
1949, the reversionary interest must 
arise by the express terms of the instru- 
ment of transfer, but in respect of later 
transfers reversionary interests which 
arise only by operation of law again 
have to be searched for and evaluated. 


The Senate Report strikes a blow at 
taxpayers in some situations by declar- 
ing that a reversionary interest is not to 
have a zero value merely because the 
value thereof cannot be measured pre- 
cisely. 

The “special rules” also provide that 
the term “reversionary interest” does not 
include a possibility that only the in- 
come of the transferred property may re- 
turn to the decedent or become subject 
toa power of disposition by him. If the 
transfer was made after March 3, 1931, 
the transfer will be taxable under Sec- 
tion 2036 as a transfer with retained life 
estate — and, according to some decis- 
ions, even though the transferor prede- 
ceases the primary life tenant and the 
transferor is thus not enjoying any in- 
tome at his death. If the transfer was 
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made before March 4, 1931, Section 
2036 does not operate; and the transfer 
does not fall under Section 2037 if the 
decedent’s only interest is in income. 


Finally, even though all four elements 
above enumerated are present, Section 
2037 continues to eliminate the tax if 
possession or enjoyment of the property 
could have been obtained during the 
transferor’s life by any beneficiary 
through the exercise of a general power 
of appointment by some one other than 
the transferor, if such power was in fact 
exercisable immediately before the trans- 
feror’s death. But this express elimina- 
tion seems unnecessary now, since the 
existence of such general power makes 
the transferred interest one which can 
be obtained other than by surviving the 
the transferor. 


Annuities 


Section 2039 now clearly includes in 
the gross estate the value of survival 
annuities purchased by the decedent as 
well as a number of other contracts un- 
der which a beneficiary must survive the 
decedent to receive payments. The Sen- 


ate Report lists five examples of such 
contracts but suggests that they are not 
the only ones. 


Nor is Section 2039 to be deemed the 
only Section which applies to annuities. 
If an annuity contract provides for a 
refund to the decedent of part of the 
cost on his premature death, the amount 
of the refund would be includible under 
Section 2033. If the decedent had no 
right to payments, which would make 
Section 2039 inapplicable, the transfer 
might be caught as having been made in 
contemplation of death. If the decedent 
had the power to designate the benefici- 
ary to receive the annuity or payment 
after his death, inclusion would result 
under Section 2038. Annuities stemming 
from insurance policies on the life of the 
decedent are, however, specifically ex- 
cluded from the scope of Section 2039 — 
being covered by Section 2042. 


Under Section 2039 it is immaterial 
that the decedent was a co-recipient and 
not the sole recipient of payments during 
his life. If the decedent paid only part 
of the purchase price, the amount includ- 
ible in his gross estate is that part of the 
value of the survival benefits which is 
attributable to his contribution to the 
purchase price. 


Although Section 2039 accompanied 
by the Senate Report thus quiets a num- 
ber of previous uncertainties in a rather 
elaborate way, some questions of con- 
struction are presented: 


1. Arrangements under which the 
decedent received full and adequate 
consideration in money or money’s 
worth are not expressly excluded as 
in Section 2035-2038. See also Sec- 
tion 2043. 


2. If an employer agrees to pay an 
annuity to the decedent-employee and 
after his death to his wife, but the 
employer’s obligation is not funded 
by purchase of a contract from an 
insurance company or by contribu- 
tions to a fund, has the employer 
made a “contribution” to the pur- 
chase price of the contract, which 
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will be treated as a contribution of 
the decedent as having been “made 
by reason of his employment?” 


Deductions and Credits 


Section 2053(b) now permits deduc- 
tions for expenses incurred in adminis- 
tering property which was not subject 
to claims but which is included in the 
gross estate, if such amounts are paid 
before the expiration of the time for 
assessment of estate tax. The Senate Re- 
port points out that this includes such 
items as principal commissions paid in 
respect of inter vivos trusts and attor- 
neys’ fees incurred to contest the inclu- 
sion of the trust property in the gross 
estate. Under prior law the same result 
could be achieved by reducing the value 
of the principal of the inter vivos trust 
by the amount of such expenses. 


In rural areas, where it is customary 
to provide legal life estates and not 
trusts for surviving spouses, the permis- 
sion in Section 2056 to qualify legal life 
estates for the marital deduction will be 
hailed. As to personalty, the practical 
advantages of administering property 
by a trustee, rather than by a legal life 
tenant, should deter estate planners from 
lunging for what some will look upon as 
a “new” device merely because it is a 
new tax provision. 


Nor should the permission now grant- 
ed by that Section to qualify a portion 
of a trust instead of the entire trust be 
seized upon too quickly. The statutory 
language seems to require that the por- 
tion of the income which goes to the sur- 
viving spouse and the portion of the ap- 
pointive principal must match. An over- 
zealous tax administrator might argue, 
for example, that all the income with 
power to appoint one-half the principal 
would not satisfy the statute; and that 
one-half the income with power to ap- 
point all the principal would not. 

Taxpayers will argue that the right to 
receive all the income with power to 
appoint one-half the principal should sat- 
isfy the statutory words, because all the 
income includes one-half of the income. 
Similarly it will be argued that one-half 
the income with power to appoint all the 
principal should also be sufficient, be- 
cause power to appoint all the principal 
includes power to appoint one-half the 
principal. But a cautious practitioner will 
want to see a ruling or decision before 
he drafts an instrument based on such 
arguments, cogent though they are. Re- 
cently the government has shown a ten- 
dence to be strict in construing the statu- 
tory provisions relating to the marital 
deduction and has been successful in the 
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Just off the press — a textual and illustrative explanation of 
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Second National Bank of Danville », 
Dallman, 209 F. (2d) 321 (7th Cir, 
1954) presents what might be a trouble. 
some question relating to the marital de. 
duction. This decision will be looked 
upon by some as an invitation to dis. 
pense with granting an inter vivos power 
of appointment to the surviving spouse 
when insurance proceeds are left with 
the insurer, and to have the principal 
sum payable to the surviving spouse’s 
executors, administrator or assigns, and 
so obtain the marital deduction. But the 
government could now rule that because 
the Regulations 105 Sec. 81.47a(b) (2) 
require that the sum payable to the sur. 
viving spouse’s estate must be includible 
in her gross estate for estate tax, and 
since that sum would not be includible 
under the Second National Bank decis- 
ion, the marital deduction should not be 
granted in respect of such arrangement. 
On the other hand, the government could 
grant the marital deduction, refusing to 
abide by the Second National Bank de- 
cision as to includibility of the remain- 
ing principal in the surviving spouse’s 
gross estate. Prudent practitioners will 
not be lured into hoping that a passage 
has thus been opened whereby the mari- 
tal deduction can be obtained and which 
also bypasses the estate tax in the sur- 
viving spouse’s estate — and will there- 
fore grant the surviving spouse the 
requisite general power of appointment. 


P. P. T. Credit 


The new provisions (Section 2013) 
on the credit for property previously 
taxed remove some old inequities and 
difficulties, the most important being: 


1. The inherited property need not 
be identified and “traced” into the 
current estate. 

2. Property received by one spouse 
from the other qualifies for the credit 
to the extent that it exceeds the mar- 
itai deduction in the prior estate. 

3. No longer does the amount of 
relief turn, absolutely, on whether 
the inherited property is subject to 
claims against the current decedent’s 
probate estate. 


4, The amount of relief depends 
upon the amount of tax paid in the 
prior estate—instead of being denied 
when no prior tax was paid but 
granted in full even if $1.00 of tax 
was paid in the prior estate. 


In keeping with the professed purpose 
of preventing the depletion of an estate 
by successive estate taxes on the same 
property within a brief period, the credit 
for gift tax paid on a prior transfer is 
eliminated. But this overlooks what 
should be regarded as the real problem 
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_— which is to prevent depletion by suc- 
cessive transfer taxes (whether estate 
or gift taxes) ; and that the gift tax paid 
by the prior decedent, when the trans- 
ferred property was included in his gross 
estate, was treated as a prepayment of 
estate tax by way of a credit. 


Formerly heirs were well advised to 
save and keep separate their inheritances 
against the possibility of dying within 
five years. Now heirs may live riotously 
on their inheritances, so shorten their 
lives, save their own property, and thus 
obtain the maximum benefits of the new 
credit. 


Some by-products of the new credit 
may turn out to be lavish, others inade- 
quate. Suppose the current decedent re- 
ceived from the prior decedent only a 
life estate with no power of appointment 
— his estate may receive a full credit 
based on the actuarial value of his life 
estate even though he does not live to 
enjoy any of the income and even though 
by local law or the terms of the will no 
part of such income passes to his estate. 
Suppose the income of a testamentary 
trust created by the prior decedent is 
payable to A for life, remainder to B if 
he survives A, otherwise to a charity, 
and B’s contingent remainder has a sub- 
stantial actuarial value. If B survives A 
and takes the entire principal it would 
seem that B’s estate may receive a credit 
based only on what was the actuarial 
value of B’s remainder, which would be 
inadequate because B actually received 
all the principal. If B predeceases A and 
does not receive the principal, it would 
sem that he nevertheless receives a 
credit based on the actuarial value of his 
remainder interest, yet neither he nor 
his estate actually received anything. 


Credit for Foreign Death Taxes 


Section 2014 combines into a single 
section the former provisions of Sections 
313(c) and 936(c) of the 1939 Code 
with no substantive changes. The credit 
isso limited that sometimes only a frac- 
tion of the foreign taxes is allowed. 
Marshaling of assets by the testator by 
vay of appropriate provisions in his will 
‘tan sometimes avoid such harsh double 
lax consequences. For example, a U. S. 
stator would do well to specify that 
Canadian investments owned by him 
nust be included in a trust designed to 
qualify for the marital deduction only to 
he extent that his U. S. assets are in- 
sufficient. 


Gift Tax 


It is now provided by Section 2503 (c) 
that a specified kind of trust for the 
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benefit of a minor will be deemed to give 
the minor a present interest entitled to 
the annual exclusion for gift tax pur- 
poses. It is not required that the income 
or principal of such trust must be ex- 
pended — it is sufficient if income and 
principal “may be expended.” If princi- 
pal and income may be used only for the 
minor’s education, or only in case of 
extreme emergency, and such provisions 
would have to be made by the transferor 
in any event in order to satisfy his legal 
duty as parent, has the phrase “may be 
expended” as used in this section been 
satisfied? If one desires to take advan- 
tage of this section he would do well not 
to limit the trustee’s discretion. 


Section 2516 provides if there is a 
written agreement between the spouses, 
a transfer pursuant to such agreement to 
a spouse in settlement of marital or prop- 
erty rights, or to provide a reasonable 
allowance for support of issue during 
minority, is not a taxable gift, if a di- 
vorce occurs within two years thereafter 
— whether or not such agreement is 
approved by the divorce decree. May it 
be argued that a decree of “judicial 
separation,” though not labeled a de- 
cree of “divorce,” should be sufficient 
under this section if it has the effect of 
a divorce a mensa et thoro? 


It should not follow from the enact- 
ment of Section 2516 that all transfers 
pursuant to property settlements are tax- 
able gifts though not followed by di- 
vorce within two years. It would seem 
also that the provisions relating to sup- 
port for minor issue are surplusage 
when such payments amount to fulfill- 
ment of a duty to support such issue and 
to that extent are not gifts. 


This section clears up the gift tax 
problems relating to property settlements 
incident to divorce. We are still left, 
however, with the same problems insofar 
as they relate to estate tax. 


Planning Today 


In general, I would say that every- 
thing that was wise and prudent in estate 
and gift tax planning before August 16, 
1954 is still wise and prudent. Are there 
any new worthwhile routes for bypass- 
ing the Commissioner of Internal Rev- 
enue? The only such topic that deserves 
any special mention is life insurance; 
and even as to that I would warn anyone 
who is inclined to rely entirely on the 
new provisions that the ball has not come 
to rest and that it may very well bounce 
the other way. 


A complete overhaul of a tax system 
as complicated as ours is a task for gods 
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and not mortals. It has been said that 
there are at least 3,000 inconsistencies 
or omissions in the Code. The wonder 
is that there were so few in respect of 
estate and gift taxes. 


Since a complete revision was under- 
taken, it is disappointing to have the 
marital deduction remain. Estate and 
gift taxes in respect of transfers from 
one spouse to the other might well be 
eliminated. It is difficult to believe that 
such change would seriously affect the 
revenue or the policy which underlies 
these taxes. Eliminating the complexities 
of the marital deduction would make it 
possible to draft wills without the con- 
fusion and gobbledygook now prevalent. 
And while to make easier the lawyer’s 
task is not a compelling reason for draft- 
ing a tax law in one way or other — that 
consideration at least deserves some 
attention. 


One rule for drafting codes I am bold 
enough to suggest: Let the legislative 
draftsman keep in mind the troubles of 
the lawyers who will have to draw the 
documents affected by his words. Com- 
pel such draftsman to produce along 
with his proposed text law the forms of 
tax returns that will be required. We 
have too much theorizing without 
enough attention given to just how 
smoothly or awkwardly will be the appli- 
cation of theory. 


After the marital deduction complexi- 
ties have been wiped out let there then 
be a moratorium of twenty years during 
which there will be no further tinkering 
with the structure of estate and gift 
taxes. It is high time to think of achiev- 
ing stability in this branch of our tax 
system and to make impossible some of 
the bizarre things that have beset us in 
this field in recent years. 


A A A 


Regional Trust Conferences Set 
for San Francisco, Houston 


Two regional trust conferences — in 
San Francisco and Houston — will be 
held in 1955 under the auspices of the 
Trust Division of the American Bankers 
Association. The 29th Western Regional 
Trust Conference will be held at the St. 
Francis Hotel in San Francisco October 
13-14. The hosts for the Conference will 
be the Associated Trust Companies of 
Central California. The 24th Mid-Con- 
tinent Trust Conference will be held at 
the Rice Hotel in Houston November 
3 and 4, the hosts being the Corporate 
Fiduciaries Association of Houston. 
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Trust Council Activities 


January meetings reported to TRUSTS 
AND EsTATEs include: 


Arizona—The recently elected officers 
of the Arizona Estate Planning Council, 
Phoenix, which is starting its fifth year, 
are: president—Kenneth I. Todd, assist- 
ant trust officer of Valley National 
Bank; vice president — L. Wayne 
Adams, Jr., life underwriter; secretary 
—Charles B. McAlister, attorney; treas- 
urer—William G. Farrow, accountant. 
Recent meetings have been devoted to 
the new Internal Revenue Code. 


Northeast Florida—Experiences in es- 
tate planning, with comments on the 
parts played by the four groups (ac- 
countants, attorneys, life underwriters 
and trust officers) were discussed by J. 
Ben Moore, trust officer of First Na- 
tional Bank, Atlanta. 


Chicago—The Term Trust under the 
Revenue Act of 1954 was discussed by 
Robert F. Spindell, attorney, and New 
Features of the 1954 Code were pre- 
sented by William S. Dillon, assistant 
trust officer of American National Bank 


& Trust Co. 


Des Moines — Henry G. Peterson, 
pension trust officer, District of Iowa, 
Internal Revenue Service, spoke on “Re- 
current Problems Relative to Qualify- 
ing Pension and Profit-Sharing Trusts.” 


Mississippi — The annual meeting 
was held on January 21 with 100 pres- 
ent and John O. Todd, CLU, of Chi- 
cago, speaking on Life Insurance in 
Estate Planning. Newly elected officers 
are: president—Warren V. Ludlam, Jr., 
attorney; vice president—J. W. Cocke, 
accountant; secretary-treasurer—Ernest 
J. Barber, vice president and trust ofh- 
cer, Deposit Guaranty Bank & Trust 
Co., Jackson. Four other meetings were 
held during the year, two with visiting 
speakers and two panel discussions. 


Eastern New York—At the second 
meeting of the season, held in Albany, 
85 members and their guests listened 
to Francis P. McGuire, associate coun- 
sel for Connecticut General Life Insur- 
ance Co., discussing “The Effect of the 
New Federal Tax Law on Life Insur- 
ance Contracts.” 


Philadelphia—Two competing panels 
of estate planning and pension trust 
authorities answered questions submit- 
ted to the Council prior to the meeting. 
Paul Rosenbaum, pension specialist, 
was moderator. On Panel A_ were: 
Joseph W. Price, III, attorney; Frank 
J. Campbell, Jr., life underwriter; and 
Bruce D. Smith, assistant secretary, 








Fidelity-Philadelphia Trust Co. Panel Bf 
included: Richard W. Thorington, af 
torney; Ray W. Druckenmiller, life un.J 
derwriter; and Francis C. Trimble 
estate planning officer, Provident Trug 


Co. 


Pittsburgh — Lucien H. Mercier, 
Washington, D. C., attorney, spoke on 
“Pension Trusts.” 


Dallas—The <Accountant’s Role in 
the Administration of Estates and 
Trusts was discussed by Clark Breed. 
ing, CPA. 

Milwaukee — William B. Minahan, 
secretary of Northwestern Mutual Life 
Insurance Co., spoke on “Impressions 
on India and the Far East, with Empha- 
sis on their Political and Economic 


Effect on the Western World.” 
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Banking Lawyers Meet 


The Banking Law Section of the New 
York State Bar Association held its an- 
nual meeting on January 27 at the 
Roosevelt Hotel in New York, with 
George L. Hinman presiding. On the 
fiduciary side of the program, Francis 
T. Christy of Christy & Perkins 
analyzed the various statutory attempts 
at simplifying the transfer of stock with 
adequate protection to the transfer agent. 
His paper will be published in the March 
issue. Problems of divided loyalty and 
self-dealing were explored by Walter D. 
Fletcher of Davis, Polk, Wardwell, Sun- 
derland & Kiendl. His address will also 


be reported next month. 


At the morning session, Edward R. 
Finch, Jr., of Finch & Schaefler sum- 
marized eight major New York decisions 
in the fiduciary field during 1954 (see 
page 171). Current developments in ex- 
ecutors and trustees commissions were 
reported by George C. Barclay, vice 
president of City Bank Farmers Trust 


Co. 


The Association as a whole sponsored 
a Forum on Estate Planning on the 29th, 
with Harrison Tweed as moderator. The 
panelists were Thomas C. Plowden- 
Wardlaw of Albany, Richard J. Turk, 
Jr., Albert Mannheimer and Logan Ful- 
rath. This session will also be reported 
in T&E later due to limitations of space 
occasioned by the proceedings of the 
annual national trust conference. 


A A A 


@ Kennedy Sinclaire entertained 370 
trust men and women at its Silver Anni- 
versary Luncheon, Tuesday, February 8, 
in the Waldorf-Astoria Sert Room dur- 
ing the Mid-Winter Trust Conference. 
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Trends In Bank Pension Plans 


SURVEY REVEALS MORE REALISTIC RETIRMENT BENEFIT 
WITHOUT COST TO EMPLOYEE 


Vice President and Senior Trust Officer, Bank of America N. T. & S. A., 


O BE SURE THAT THIS DISCUSSION 
fer reflect the current activity and 
thinking of banks concerning their own 
employee benefit plans, I wrote to 30 
of the larger banks, located in every 
section of the country, and made casual 
inquiries among many others. The re- 
sult was a fairly complete and accurate 
reflection of the recent developments in 
bank pension plans, throughout the 
nation. 


First and foremost, it is becoming in- 
creasingly clear that a pension plan can- 
not be static. If the true purpose of an 
employee retirement plan is to be at- 
tained, then it is probable that it may 
have to be amended and adjusted to 
meet the changed conditions which our 
dynamic economy produces. Many plans 
have been revised one or more times 
since their inception. Those that remain 
in their original form are of compara- 
tively recent origin. 


The normal retirement age of 65 
seems to be generally accepted. Optional 
retirement at 60 is also widely recog- 
nized. With very few exceptions, 65 is 
compulsory. Further, it applies equally 
to males and females. One bank is cur- 
rently experimenting with the so-called 
Wrigley Plan, the essence of which is 
that an employee continues afier 65 
but must take one month’s leave of ab- 
sence without pay in his 66th year and 
one additional month in each successive 
year until his 70th, or retirement, year 
when, with the regular month’s vaca- 
tion, the employee will have become ac- 
customed to being away 50% of the 
time and with 50% of the salary he was 
receiving at age 65. It will be very in- 
teresting to watch the experience of this 
bank and whether others follow its lead. 


The current trend is to convert con- 
tributory plans to a non-contributory 
basis. Most banks started out on a con- 


From address before A.B.A. Mid-Winter Trust 
Conference, Feb. 8, 1955. 
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tributory basis. In the last two or three 
years, indications are rather conclusive 
that contributors are either being dras- 
tically reduced or entirely eliminated. In 
practically every instance, new supple- 
mental plans to provide additional re- 
tirement benefits, where old existing 
plans have been found inadequate are 
entirely on a non-contributory basis. 


Social Security plays an important 
role in most plans. A few banks have 
designed plans so that the retirement 
income is independent of and in addi- 
tion to whatever Social Security benefits 
are received by the retired employee. A 
few other banks have fully integrated 
their plans with Social Security so that 
the retirement income will be reduced 
by the entire Primary Social Security 
benefit. However, in a vast majority of 
the plans, one-half of the Primary 
Social Security benefit is subtracted from 
the retirement income provided by the 
bank’s plan. This is based upon the the- 
ory that the employee has paid for the 
other half out of his own earnings. There 
is no substantial uniformity among the 
various bank plans with respect to the 
application of changes in Primary So- 
cial Security benefits following retire- 
ment. In only a very few instances do 
the plans provide that future changes 
will automatically affect the payments 
from pension funds. 


A good many banks have adopted 
profit-sharing plans in addition to pen- 
sion plans. Some of these provide for 
cash distributions during active service, 
either as to all or a part of the funds 
credited to the employee’s account, with 
the remainder if any held until retire- 
ment. In only one or two instances was 
there a complete integration between the 
pension and profit-sharing plans. 


Switch to Trusteed Type 


One of the most notable of the recent 
developments in bank pension plans is 








the trend toward conversion from’ in- 
sured to fully trusteed plans. Nearly all 
of the plans of major banks were at one 
time fully insured. Most, if not all, of 
these have either been modified or fully 
converted to trusteed plans. 


banks have discontinued the 
existing insured plan and arranged for 
paid up annuities, accrued to the term: 
ination date, commencing at normal re- 
tirement date. Simultaneously, they set 
up a trusteed plan to provide for bene- 
fits which, together with the insured 
annuities, will equal the total retirement 
income. In a few other instances, the 
original insured plan was continued 
either in its entirety, or with some mod- 
ification, and a supplemental trusteed 
fund was set up which, together with 
the insured plan, is designed to provide 
the total retirement income objectives. 


Some 


In the majority of cases, arrange- 
ments are made with the insurance car- 
rier by which the insurance contracts 
remains in full force and effect, with- 
out any further premium payments. The 
effect of this arrangement is about the 
same as the one whereunder the accrued 
annuities, to the date of the change. are 
frozen and made payable at normal re- 
tirement. The added advantage of this 
method is that the excess reserves in the 
insured plan, as a result of lapsations 
by reason of death, early retirement, or 
other separations, before full vesting 
occurs, flow back from the insurance 
carrier to the trusteed supplemental 
fund which is set up coincident with the 
change in the insured plan. 


Practically all new or supplemental 
pension plans of large and medium-sized 
banks, which were adopted in recent 
years, are fully trusteed, and, with one 
exception, the bank is named as trustee 
to manage its own fund. In that case 
one large bank named another large 
bank as trustee of its pension plan. 


Another development in bank em- 
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group life insurance as an added retire- 
ment benefit. Of the 30 major banks 
studied, all but five continue some por- 
tion of their life insurance programs 
after retirement. Nearly all of them are 
on a non-contributory basis. In a few 
instances the full coverage in force at 
retirement is continued. However, the 
most prevalent practice is to reduce the 
principal amount at retirement or on a 
graduated scale until the ultimate mini- 
mum is reached at a given age, usually 
at 70. 


The most revolutionary change in the 
whole field of bank pension plans is in 
the approach to the ultimate objective. 
The older plans follow a pattern of pro- 
viding for retirement income based upon 
the over-all earnings of the employee 
during active service. A new concept, 
developed during the last two or three 
years, is apparently based upon the dual 
premises that a retired employee should 
receive an income which is in some man- 
ner related to his salary during the last 
few years of active service, and that such 
income should reasonably reflect the 
cost of living at the time of retirement. 


Standard Outline 


In this brief space I shall confine my- 
self to an outline of the so-called stand- 
ard type of bank pension plan which has 
been in general use by most banks, and a 
few examples of the new types of plans 
adopted in the last two or three years. 
Each individual example is an over- 
simplification of the substance of the 
particular plan. with its usual complex 
provisions, ramifications and limitations 
omitted. 


The standard, or old, type of plan 
which is still in use by many banks, 
may be briefly summarized somewhat 
as follows: 


The ultimate retirement benefits are 
provided for in the form of an annual 
income equal to 2% (or some other per- 
centage) of the total salary received by 
the employee during his entire active 
usiness career, including (or exclud- 
ing) Primary Social Security benefits 
\or one-half of such Primary Social Se- 
curity benefits) . 


In this type of pension plan, the ul- 
timate retirement income may, or may 
not, bear any relationship either to the 
salary of the employee during the last 
few years preceding retirement, or to 
the cost of living at the time of his 
tetirement. The actuaries point out 
that in those cases where the employee’s 
salary range during his active service 
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does not vary materially, his retirement 
income may be fairly ‘reasonable, in 
relation to his closing salary preceding 
retirement. However, in the case of an 
employee who has made more than 
normal progress, particularly in the 
later years of his active business career, 
the retirement income will be very low 
in relation to his average salary in the 
last few years preceding retirement, 
and thus compel him to drastically re- 
duce the standard of living which he 
enjoyed prior to retirement. 


New Approach 


The weakness of this type of pension 
plan became apparent to some banks in 
the years following the retirement of 
some of their employees. The problem 
Was further intensified by the rising 
costs of living in the late 40’s and 
early 50’s. These banks, after extensive 
studies, came up with a new approach 
which they believe will provide a solu- 
tion. The following are some variations 
adopted by a number of banks in the 
last two or three years: 


Plan “A”—This plan provides for 
an annual retirement income of 2% 
of the average annual salary of the last 
10 years preceding retirement, multi- 
plied by the number of years of service, 
not exceeding 30, less one-half Primary 
Social Security, with certain provisions 
for minimum and maximum benefits. 


This understandable plan is designed 
to provide a retirement income which 
bears a reasonable relationship to the 
salary of the retired employee during 
the last few years preceding retirement, 


and at the same time to reflect the cost 
of living at the time of retirement. It 
recognizes the value of long service so 
that an employee retiring with less than 
30 years’ service will receive benefits 
proportionately less than those with 
more service. 


One of the greatest advantages of 
this type of plan, and some of the 
others which follow, is the ease with 
which they may be explained to em- 
ployees. Moreover, the employees can 
ascertain, very readily, their probable 
ultimate retirement benefits without re- 
sorting to professional actuarial devices. 
Much of the value of a good retirement 
plan is lost if it is not fully understood 
by its participants. 


Plan “B’—This plan provides for an 
annual retirement income of 114% of 
the average annual salary of the last 
five years preceding retirement, multi- 
plied by the number of years of credited 
service, less one-half Primary Social 
Security. There are certain provisions 
for a minimum pension and a maxi- 
mum not exceeding 60% of the aver- 
age of the last five years’ salary, less 
one-half Primary Social Security. 


This plan is equally simple as Plan 
“A”. The lower percentage factor may 
be offset by the fact that the average 
of the last five years’ salary may be 
larger than the average of the last ten 
years’ salary. Otherwise, the important 
features are about the same. 


Plan “C”—This plan provides for an 
annual retirement income of 2% of the 
average annual salary for the highest 








HEAD OFFICE - 








Ancillary Administration Service 


When the need arises for ancillary administration in 
Canada we invite you to draw upon our more than 

fifty years experience in all phases of estate adminis- 
tration. The facilities of our eighteen offices from 


Montreal to Victoria are available for your convenience. 


THE CANADA TRUST COMPANY 


LONDON, ONTARIO 
MONTREAL - TORONTO - HAMILTON - GUELPH - ST. CATHARINES - ST. THOMAS - CHATHAM 
WINDSOR - WINNIPEG - REGINA - CALGARY - EDMONTON - VANCOUVER - VICTORIA 














111 








five of the last ten years, multiplied by 
the number of years of credited service, 
less one-half Primary Social Security 
benefits. While this plan is apparently 
more favorable than either “A” or “B,” 
the advantage is at least partially offset 
by the fact that it is contributory, 
whereas the others are non-contributory. 


Plan “D”—This plan provides for an 
annual retirement income of 1% of the 
first $3,000 and 2% of all over $3,000 
of average annual salary during the last 
ten years preceding retirement, multi- 
plied by the number of years of service, 
with a maximum retirement income of 


60% of the highest five of the last ten 
years of covered salary. This is another 
variation of Plans “A” and “B” which, 
in some respects, may produce better 
results. However, like Plan “C,” its pos- 
sible greater benefits may be offset 
somewhat by the fact that it is partially 
contributory. 


Plan “E”—This plan provides for an 
annual retirement income of 2% of 
salary in effect at the time of retire- 
ment, multiplied by the number of years 
of employment, less one-half Primary 
Social Security. The percentage is re- 
duced from 2% to 1% covering retire- 
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ment income in excess of $6,000 per 
annum, with certain provisions for 
minimum and maximum benefits. This 
plan, as a number of others, is supple: 
mented by a profit-sharing plan. 


The most striking feature of this 
plan is the fact that the ultimate retire. 
ment income is based upon the salary 
in effect at the time of retirement. Com- 
parisons with Plans “A,” “B,” “C,” and 
“D” indicate that the lower and medium 
salaried employees would appear to be 
more favorably treated than in the other 
plans. Higher salaried employees may 
be in a less favorable position, but on 
the other hand, the closing salary base, 
which should be higher than the aver- 
age of either the last five or ten years, 
may well offset the higher percentage 
formulas provided by the other plans. 


Integrated Plan 
Plan “F”’—This plan, through an 


actuarially calculated formula, is de- 
signed to provide for an annual retire- 
ment income of 70% of the first $4,- 
200; 50% of the next $10,800; and 
40% of the next $35,000 of the aver- 
age annual basic salary during the last 
ten years preceding retirement. These 
percentages are based on 30 years of 
credited service, with provisions for 
proportionately lower percentages for 
less than 30 years of credited service. 
It is further subject to total dollar 
minimum and maximum benefits. The 
aggregate retirement income is to come 
from the following sources: (a) An old 
insured pension plan; (b) Primary So- 
cial Security: (c) a profit-sharing plan 
adopted a few years ago; (d) a fully 
trusteed supplemental plan presently in 
process of completion. 


For the purpose of determining the 
ultimate retirement income from_ the 
profit-sharing plan, certain assumptions 
were adopted. Among these are that 
the bank’s profits in future years will 
approximate those of the year 1953, 
and that the individual employee’s an- 
nual share of such profits, in the fu- 
ture, will be somewhat lower than dur- 
ing the preceding five years. It is 
further assumed that these shares will 
earn 4% compounded annually until 
the participant completes 25 years ot 
service. The assumed annual credits, 
together with the interest rate, are then 
projected for a period of 30 years and 
the resulting sum is theoretically con- 
verted into a single premium annuity, 
for life, commencing at normal retire- 
ment age. 


The supplemental plan is designed to 
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provide such deficiency, if any, as may 


| be necessary to bring the total of the 


insured plan, Primary Social Security, 
and the assumed annuity from the 
profit-sharing plan to the formula per- 
centages. 


The most ingenious feature of this 
plan is the complete integration of the 
fixed dollar pension benefits (insured 
annuity, Social Security, and if neces- 
sary, the supplemental trusteed plan) 
with a profit-sharing arrangement. The 
fixed portion of the ultimate retirement 
income will be approximately 70% of 
the total objective formula percentages, 
while the assumed annuity from the 
profit-sharing plan is designed to pro- 
duce the remaining 30%. 


Actually, the profit-sharing fund is 
invested in marketable securities, the 
income from which has exceeded, and 
is reasonably expected to continue to 
exceed, 4% per annum. This income 
is accumulated and reinvested during 
the first 25 years of service. Income 
earned thereafter is distributed to the 
participants currently. Upon retirement, 
the securities may be delivered to the 
employee at one time, or over a period 
not exceeding five years, or they may 
be sold and the proceeds converted 
into an annuity. Actually, the securities 
have been distributed to retiring em- 
ployees in most cases in the past. 


It should be noted that the 30 year 
limitation of credited service does not 
apply to participation in the profit-shar- 
ing plan. Accordingly, to the extent that 
an employee has more than 30 years 
of credited service at the time of retire- 
ment, his ultimate benefits will be pro- 
portionately greater than the formula 
percentages. 


The fixed-dollar pension is, in effect, 
the minimum retirement income, and 
the benefits from the profit-sharing plan 
will, in effect, provide a dollar income 
which will vary with the economic con- 
ditions and cost of living. The combin- 
ation should provide a reasonable meas- 
ure of protection against periods of 
high living costs when the benefits from 
the profit-sharing plan should be 
greater, and during periods of recession 
or depression, when the fixed-dollar 
Pension should an_ effective 


hed ge. 


serve as 


Progress in Smaller Banks 


The smaller banks, whose problems 
are more difficult of solution, have also 
made some progress with their own 
Pension plans. No less than 24 State 
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Banking Associations now have pooled 
pension plans for their members and 
others, and these are growing steadily. 
Some of the State Associations are not 
very happy with their experiences. 
Others are enthusiastic. By and large, 
there is a general satisfatcion both on 
the part of the Associations and the in- 
dividual bank participants. In most 
cases, the State Association appoints 
one of its members or some other bank 
as trustee or agent to manage the plan. 
In some cases, the plans are fully in- 
sured. In many other cases, however, 
the plans are fully trusteed. 


Practically every bank which I con- 


tacted stated that it is, or has been, 


considering the possibility of setting up 
a pooled pension fund arrangement for 
its smaller correspondent banks. Some 
of them, after considerable investiga- 
tion, concluded that there is not suffici- 
ent interest to warrant such action on 
their part. One of these stated that the 
chief hurdle to the establishment of 
plans in the small banks was the reluc- 
tance shown by their Boards of Di- 
rectors. In another case they were de- 
scribed as “elderly citizens who have 
been fighting for their mush since they 
were two years old and who had no 
intentions of giving up their endeavors 
before arriving at what they hoped 
would turn out to be the pearly gates. 














WHEN WILL ROGERS WAS 
‘MAYOR’ OF BEVERLY HILLS... 


In 1926, when Will Rogers be- 
came the first and only Honorary 
Mayor of Beverly Hills —this 
Bank had been conducting a Trust 
Service for Southern Californians 
for more than two decades. 
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One OF NEW JER- 
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BANKS OFFERS YOU 
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They, therefore, had little stomach for 
putting any of their bank profits into 
pampering youngsters who were only 


60-odd years of age.” 


About ten banks have actually set 
up pension plans for smaller corre- 
spondent banks. One of these is de- 
scribed by its sponsor as “successful and 
profitable after a lengthy period of trial 
and error.” Some of the others are 
optimistic, but hesitant to predict 
whether the future will bring failure or 
success. 


Plans for Correspondent Banks 


There is some uniformity among the 
few plans actually set up by banks for 
their smaller correspondents. A com- 
mon feature which is readily discern- 
ible is the pooling of investments. One 
bank uses its statutory common trust 
fund for this purpose. 


Most of these plans permit the indi- 
vidual correspondent banks to set up 
their own pension plan with respect to 
benefit scales and most other terms of 
the plan. The sponsors feel that the 
flexibility afforded correspondent banks 
is one of the chief virtues of their plans. 


There is also some uniformity con- 
cerning the pooling of mortality ex- 
periences. Most of the sponsors do not 
pool mortality reserves prior to the 
normal retirement date of the covered 
employees. On the other hand, practic- 
ally all of them do pool mortality re- 
serves subsequent to the normal retire- 
ment date. 


A new plan was announced recently 
by one large bank, which includes a 
combination of insurance and trusteed 
features. It will be interesting to watch 
the progress of this plan and its accept- 
ance. 


Most of these plans leave it to the 
discretion of the individual correspond- 
ent bank as to whether or not it wishes 
its plan to be contributory or non-con- 
tributory. Two banks will include only 
non-contributory plans. 


From the information I gathered, it 
is apparent that the task of setting up 
a pension plan for correspondents is a 
leng and arduous one and the material 
rewards may be far in the future, if at 
all. If, however, the prime motive is 
the good will of the correspondents, 
then the success will be measured by 
the number of banks which become 
participants. 


What is Best? 


Our customers are constantly asking 


us the question, “What kind of a pen. f 
sion plan should we adopt?” In the last 
analysis, the real and honest answer is, 
“Any plan which fulfills its purpose is a 
good plan. What is your purpose? Is it 
to provide your employees, after many 
years of active service, a retirement in- 
come which will enable them to main. 
tain a reasonable standard of living, 
with dignity and self-respect, or is it to 
provide some fixed sum of money with. 
out regard to its usefulness or ability 
to perform its function?” 


These questions must be given full 
weight in the development of any retire- 
ment plan. Only by so doing can its 
purposes and objectives be understood 
and given full realization. The banks 
which have adopted the new type of 
plans, as represented by the few specific 
examples already discussed, are furnish- 
ing the leadership toward that goal. 


A A A 


Developing Good Work Habits 


“One part thorough orientation, one 
part close supervision, and one part en- 
couragement and consideration, apply in 
liberal doses until satisfied with re- 
sults.” This is the prescription for en- 
couraging good work habits discussed 
by Herbert J. Smith, vice president, Old 
Colony Trust Co., Boston, in the Jan- 
uary 1955 Trust Bulletin. In meeting to- 
day’s greater competition for attracting 
and holding employees, the importance 
of fringe benefits must not be over- 
looked. In the New England area a 
survey estimates them at 24% of payroll 
in commercial banks compared _ with 
20% in other companies employing 500 
or more workers. Mr. Smith lists the 
points to be “sold” the new employe in 
the orientation program, discusses 
methods of supervising the new employe 
once he is on the job, and lists 12 
points to be covered in a training pro- 
gram for the supervisors themselves. 


A A A 


REPORT To EMPLOYEES 


@ Over 2,000 Peoples First National 
Bank & Trust Company employees and 
members of their families attended the 
annual report to employees dinner-dance 
at the Syria Mosque, Pittsburgh, Pa., 
January 15. 


John H. Lucas, President, discussed the 
progress of the bank during 1954 — the 
bank’s best year. The “President’s Cup” 
(awarded for the best performance of 
the year, based on 14 growth factors) 
was presented to John M. Snodgrass. 
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STATEMENT OF CONDITION 











December 31, 1954 





RESOURCES LIABILITIES 
Cash on Hand and Due from Banks.. $164,195,289.54 . Demand Deposits.....$ 603,448,789.96 
we Time Deposits........ 85,798,611.30 
U.S. Government Securities......... 220,210,598.87 
Total Deposits .........64.2s120.... BZA AIS 
State and Municipal Securities....... 73,188,203.34 
Dividend Payable January 3,1955.... 360,000.00 
Other Bonds and Securities.......... 5,404,773.50 
POOOIIE Ss ois 2k ea Se oe OSs 700,000.00 
Loans and Discounts. . .. ....64.0..00. 275,040,290.56 Reserves for Taxes, Interest, etc....... 7,542,719.51 
ili Niece Mie, 900,000.00 General Contingency Reserve......... 8,464,454.20 
Capital..............$ 12,000,000.00 
Customers’ Liability on Acceptances. 700,000.00 
DE ogisdaree 18,000,000.00 


Accrued Interest and Other Resources 3,440,859.34 Undivided Profits..... 9,140,440.18 





Total Capital Funds....... 39,140,440.18 





Beam PRORUGCR:. «oo. c6 5 ccikcee ce ere 2,375,000.00 





po ee ere $745,455,015.15 00 eer 


United States Government Obligations and Other Securities carried at $72,583,049 are pledged 
to secure Public and Trust Deposits and for other purposes as required or permitted by law. 
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Political Statesmanship — 


‘The Art of The Possible’ 


W. RANDOLPH BURGESS 


Under Secretary of the Treasury for Monetary Affairs, Washington, D. C. 


wo WorLD WARS AND THE GREAT DE- 
‘oaae drew business men into 
government and taught government to 
think more about business, and vice 
versa. But time after time, we hear our 
business friends lament the fate of good 
old Bill; he went to Washington and got 
“Potomac Fever.” And we hear the busi- 
ness man gone bureaucrat bewail the 
selffish short-sightedness of former asso- 
ciates. In political action, the sudden 
leap is the exception, arising from ex- 
ceptional circumstances. Normally, pro- 
gress moves by slowly built stages fash- 
ioned from many trends of facts and 
opinions, as for example in creation of 
the Federal Reserve System. 


Let me illustrate by describing the 
background of two recent government 
projects: the new budget, and the new 
3 per cent bond issue. 


When this Administration came into 
power, it faced a current budget deficit 
of $9.5 billion. Expenditures and pro- 
spective deficits were still rising. 

President Eisenhower in a recent press 
conference recalled a preelection speech 
in which he stated: “My goal, assuming 
that the ‘cold war’ gets no worse, is to 
cut federal spending to something like 
$60-billion within four years. Such a cut 
would eliminate the deficit in the bud- 
get and would make way for a substan- 
tial tax reduction.” 


Actually, we have already moved far 
toward this objective. Spending was cut 
from the $78-billion proposed by Presi- 
dent Truman to $68-billion in fiscal ’54. 
The deficit was reduced to $3-billion. 
The second move in the 754.55 fiscal 
year reduces expenditures to $63.5-bil- 
lion. A further cut of $1-billion is bud- 
geted for *56, and next year deficit 
should be less than $2.5-billion. 


Defense — Abroad and at Home 


Why don’t we go faster? The first 
hurdle is the defense budget. The cuts 
so far have squeezed out most of the 
water. But with the threat of war always 
on the horizon, there must be a steady 


Condensed from address at 36th Mid-Winter 
Trust Conference, Feb. 9, 1955. 
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increase in our defense capabilities. As 
the President stated in his Budget Mes- 
sage: “Never in our peacetime history 
have we been as well prepared to defend 
ourselves as we are now.” ; 


It became clear during 1953 that 
huge cuts in spending without cuts in 
taxes would accentuate the economic re- 
adjustment which was appearing and 
would delay recovery. It was therefore 
practical wisdom to use a large share of 
the savings in expenditures to cut taxes. 
Also, in time of recession, taxes yielded 
less than the estimates. 


A further practical implication was 
that the human welfare activities of the 
government needed sympathetic consid- 
eration as a means of helping to main- 
tain hope and confidence. This country 
is emotionally committed to participa- 
tion of the Federal Government in many 
aspects of human welfare. The practical 
question relates to the extent and the 
objective, whether government super- 
sedes or acts to stimulate private and 
local initiative. On this point the posi- 
tion of this Administration has been 
clear-cut, to encourage as far as possible 
the doing of needed work on the local 
level. 


We take pride in the huge reduction 
in spending, the achievement of balance 
on a cash basis, while at the same time 
meeting the practical requirements. The 
transition from hot to cold war and from 
huge to reduced speriding was carried 


through without anything remotely ap- 
proaching economic collapse. 


But we are still short of ‘the goal. Peo- 
ple with vision not deflected by political 
considerations may properly and help- 
fully keep reminding us and the people 
that this country is committed to bal- 
anced budgets. History tells us we must 
hold to this rigorous standard if we 
really want sound money as a firm foun- 
dation for dynamic progress. 


Long-Term Financing 


The Treasury has just issued success- 
fully a 40-year 3 per cent bond issue, 
the longest bond since the Panama Canal 
3’s sold in 1911. This issue and its tim- 
ing illustrate the mixture of long-term 
principles and short-term necessities. 


The long term objective was to spread 
the debt. Our huge $278-billion debt is 
crowded into the next 15 years, with the 
exception of the 314’s sold in 1953 and 
the 3’s just sold. When the present Ad- 
ministration came in two years ago, 
50% of the marketable debt was due or 
callable within one year. That is not a 
sensible or safe arrangement for the debt 
of an individual, a business, or a coun- 
try. You are at the mercy of the market 
as your maturities pour in, unless you 
adopt the still worse inflationary price- 
pegging mechanisms of a managed econ- 
omy. In any emergency, the raising of 
new funds would be hampered by the 
mass of maturities to be refunded. 


We set about to correct that situation 
gradually. We made a start by selling 
$1.5-billion of 314% bonds of ’78-’83. 
Then we were driven into the bomb shel- 
ter. The market for long bonds faded 
away, and business turned down. 


The spring of 1953 marked, in my 
belief, an economic turning point, a cul- 
mination of the inflation which began 
with Korea. This inflation had carried 
the cost of living up 12% in less than 
three years. One of its features was the 
placing of huge government orders. 
While wholesale prices turned down in 
1951 and 1952, primarily due to farm 
price drops. the boom in production had 


started up again the second half of 1952 
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and made quite a bulge in the spring of 
1953. Much of this was due to overac- 
cumulation of inventory and was dan- 
gerous to economic stability. If the in- 
ventory pile-up went on and the cres- 
cendo of government buying continued, 
an economic collapse was threatened 
when the turn finally came. 


Three Steps to Economic Safety 


Three forms of restraint were at once 
put into play by the Eisenhower Admin- 
istration: 


1. Government spending was checked 


2. The Federal Reserve System was 
allowed freedom to use its powers 


3. Debt management sought to avoid 
further increases in bank credit 


The policies appeared effective. The 
inventory boom began to flatten off. The 
bulge in consumer credit was checked. 
Defense orders were brought under con- 
trol. A period of readjustment was in- 
evitable. When the turn came, the prob- 
lem of fiscal and monetary policy was 
abruptly changed to cushion the force of 
the adjustment, to encourage private 
activity to take up the slack left by re- 
ductions in government spending and 
reductions in inventories. Therefore, the 
Federal Reserve System turned its money 
policy to one of active ease. Tax reduc- 
tions were put into force. 


On the debt management side, the im- 
portant thing was to offer no interfer- 
ence to the stimulating forces in the 
economy — in particular, building and 
business spending. This meant the need 
for a good market for mortgages and 
new security issues. To avoid competi- 
tion with these markets, most of the 
financing in the summer of 1953 was 
done in short-term issues. This was not 
a retreat from a long-term objective but 
an adjustment to a practical situation — 
an example of practicing “The Art of 
the Possible.” 


Beginning in September, 1953, the in- 


termediate market gradually opened up; 


‘and further steps were taken in distrib- 


uting the debt in the 2- to 9-year matur- 
ity period, without any undesirable pres- 
sure on the availability of funds. On 
eight occasions in late 1953 and during 
1954, the debt was extended, but always 
within the bank area. To broaden dis- 
tribution of the debt by increased sales 
of Savings Banks to individuals, several 
changes have been made in the regula- 
tions such as the action in making the 
E and H Bonds eligible for purchase by 


personal trust accounts. 
In the Public Interest 


My principal suggestion is that busi- 
ness and banking, as well as other im- 
portant elements, give further attention 
to developing their constructive sugges- 
tions to government and have some offi- 
cial responsible for matters of economics 
and government relations. The day was, 
not so long ago, when trade associations 
presented to the government a series of 
recommendations which were nothing 
more than a list of what the members of 
the association wanted from government 
in their selfish interest. Fortunately, we 
have been moving away from this futile 
self-service. A number of business and 
banking groups are now developing poli- 
cies that command respect for objectiv- 
ity, realism, and devotion to the public 
interest. 


I want to pay special tribute to the 
groups of bankers, investment bankers, 
and insurance executives who, several 
times a year, come to Washington and 
spend hours with us in discussing Treas- 
ury financing. Their counsel is invalu- 
able, and the meetings bridge many gaps 
in understanding. Ideas are the most 
potent force in the world. To be given 
the opportunity to share in the forma- 
tion of ideas is to participate creatively 
in government at the most effective 
point. 


Your own Association, through the 
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recent series of reports on monetary 
policy and through the Arden House dis- 
cussions, is supplementing the valuable 
works its Washington committees have 
been doing. Your Association’s program 
of bringing state banking leaders to 
Washington each spring is also most 
welcome and useful. You are giving us 
great encouragement both in helping us 
solve our problems and in explaining 
them to your own members and others, 
thus making significant progress in the 
vital work of broadening the base of 
mutual understanding. 


We must never underrate the chances 
of attaining long term aims, even against 
heavy odds. In politics, it is all too easy 
to yield to the temptation to outbid the 
opposition at the sacrifice of principle. 
To state it another way: “The reason- 
able man adapts himself to the world; 
the unreasonable one persists in trying 
to adapt the world to himself. Therefore, 
all progress depends on the unreasonable 


man.” 


A A A 


@ Robert L. Myers, Jr., has been named 
Secretary’ of Banking for Pennsylvania. 
Mr. Myers, formerly vice president and 
counsel of the Lemoyne Trust Co., suc- 
ceeds L. M. Campbell who returns to the 
presidency of Oil City National Bank. 
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EXCEPT WHEN IT COMES TO INSURANCE 





Rich man, poor man, Indian Chief—everybody’s playing the 
“do-it-yourself” game these days. 


But not even the most talented amateur can do it himself when 
it comes to insurance. 


Because insurance is a field for “professionals only.” That’s always 
been the heart of THE Home’s philosophy. And our new ad restates it in 
practical, down-to-earth terms—in language which has a special 
meaning for 20,000,000 families who make up the booming 
“do-it-yourself” market. 


The new Home booklet can be a real help to these hobby-happy homeowners. 
More than that, it’s a public service feature that contributes much toward better 
homes and better communities. In this respect, it will have the endorsement 

of bankers everywhere. 


* THE HOME* 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE « AUTOMOBILE ¢ MARINE 


The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 
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Meet your HOMEtown Insurance Agent 














tle showed me 
HOW TO DO IT...SAFELY / 


Do you have a hobby—or are you “handy around the house”? ». . SG 
Then you'll find an extra advantage in talking to your Home saa bn : ~*~ wie 
Insurance man. His interests are probably very much like ee ‘ 
your own and he may be able to give you some good 
suggestions. He certainly will be able to give you sound advice 
on practical safety measures. He has built a career on the 
services of protection and his expert opinion, backed by more 


than a century of Home experience, is well worth having. 
For your sake, see him soon! 
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HOW TO DOIT SAFELY.” There’s a right 
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i the safe 
hows the right way, 
48-page booklet s 
a to a on your home or hobby. For gent 
pepe local Home agent or broker, or write 
s 
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NALES PROBLEMS IN TRUST BUSINESS 


STEPS TO PROFITABLE OPERATIONS 


Vice President, Harris Trust and Savings Bank, Chicago 


N THE ADMINISTRATION OF ESTATES 
i] and trusts, it is essential that our 
approach and execution be on a pro- 
fessional level. We cannot survive as 
amateurs in the management of other 
people’s money and property. The 
ethical codes of the recognized profes- 
sionals prevent the use of advertising 
and other strictly “sales” activities, but 
with the exception of a few areas, the 
trust business is permitted to advertise 
and sell its services. It does have seri- 
ous sales problems. So, for the purpose 
of this discussion, let us think of our 
work as a business and ourselves as 
businessmen. 


Trust Department Comes of Age 


The trust men who have spent a 
quarter of a century in the business 
know from experience that our busi- 
ness has come a long way but is still 
relatively new in the national economy. 
The first trust investment procedure 
which I observed thirty years ago con- 
sisted of a senior clerk going to a box 
in the trust vault labeled, “advance 
investments,” and finding an individual 
mortgage in the same amount as the 
money on hand for investment in a 
given trust. That mortgage probably 
ran for five years with semi-annual in- 
terest payments and no intervening re- 
ductions of principal. Contrast that 
with today’s investment committees, 
account reviews. research departments, 
approved lists, records, laws and regu- 
lations. 


Of the 14,500 banks in the United 
States today, some 2,900 have trust 
powers. In addition, there are some 
trust companies with no deposit busi- 
ness, although many have an associ- 
ated title business. We have come of 
age, particularly the corporate trust 
services; but lift the cover and see how 
we look as a business and as business- 
men. Isn’t it rather distressing to read 
of surveys by some of the Federal Re- 





From address at A.B.A. Mid-Winter Trust Con- 
ference, Feb. 8, 1955. 
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serve Banks showing that a large seg- 
ment of our business shows an opera- 
ting loss and is able to come up with 
pale gray earnings figures only after 
internal allowances of theoretical in- 
terest on trust deposits? 


The trust business can be run at a 
profit—without allowance for interest 
on deposits or other subsidy except the 
continuing enthusiastic support of the 
other segments of banking. Trust earn- 
ings, gross and net, are still secret fig- 
ures in most communities; but it is 
possible to read between the lines of 
some outstanding annual reports to 
stockholders and observe that trust de- 
partments or affiliates are making real 
contributions to net earnings. The fact 
remains that when the chief executive 
officers of banks gather to talk shop, 
they get out their crying towels when 
they get around to the trust depart- 
ments—with a few exceptions. This is 
at the root of our sales problems. It is 
up to us, the trust officers, to take the 
initiative. 

Adequate Fees for Quality Service 


First, let’s be sure that our product, 
which is service, is superior to that of 
our principal competition—the individ- 
uals who act as executors and trustees. 
Find out what it costs to render that 
kind of service and charge fees com- 
mensurate with quality. The Trust Di- 
vision of the ABA, through its Com- 
mittee on Costs and Charges, has 
adapted the science of cost accounting 
to our business. With known costs, 
charges for service should be adequate 
to cover those costs and produce a fair 
and reasonable profit, without that 
theoretical allowance for interest on 
balances. 


Costs are not going to be uniform. 
In the areas where charges are not 
governed by statute, the term, “uniform 
fee schedule,” has all but disappeared, 
and that is as it should be. In the 
Chicago loop area today, there are 
many variations in the printed sched- 


ules of charges. Like General Motors 
and Ford, the trust companies can and 
should compete on the basis of service, 
style and results. Those two companies 
could not have risen to the top with- 
out knowing their costs and delivering 
their products at a profit. Where statu- 
tory fees are not adequate, the way to 
bring them up is hard intelligent co- 
operative effort at the lawmaking level 
by the trust officers who know their 
product is superior and that any conm- 
petent workman is “worthy of his hire.” 
Certainly, it is public policy in our 


country that legitimate business shall € 


be entitled to a fair profit, or at leas! 
that it shall not be required by law to 
run at a loss. 


Winning Top Management Support 


Traditionally, the trust business has 
had its small beginning, mostly within 
the sheltering walls and management 
of a banking institution; so it should 
not be surprising that the founding 
fathers have continued to dictate poli- 
cies long after the trust infant has 
grown to maturity in age, size and re- 
sponsibility. Isn’t it. a lot like the son 
who has never left the parental roof, 
or having left it, continues to be the 
little boy in his parents’ eyes? I am not 
advocating that trust departments or 
affiliates leave their parental roofs. 
They have much to gain by staying 
put; but they are entitled to earn their 
way and to have their say along with 
their growing responsibilities. 

Let us remember that the chief execu- 
tive officers of banks have enough to 
do without initiating all the action on 
trust policies; and they have a right to 
expect mature thought and action at 
the policy level by the trust men in 
addition to quality performance at the 
operational level. If the trust depart- 
ment is to have direct and continuing 
representation at the policy level, it 
must earn such representation by deeds 
as well as words—operational black ink 
as well as constructive thinking. 
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Mature trust officers with broad ex- 
perience and staggering responsibili- 
ties must still sell themselves to the 
managers, directors and owners of their 
banks. They must do their own think- 
ing and planning and achieving in their 
own management problems. When the 
president (or some other senior in the 
management group) tells his trust de- 
partment to take a pension trust or a 
railroad bond trusteeship or any other 
trust business at a price that will pro- 
duce no profit or even an operating 
loss, the president is undermining the 
very foundation of the trust business, 
and the banking business as well. 


If we really believe this, we must say 
it where it will count and not just to 
each other. Granted, there may be sub- 
stantial commercial balances on hand 
or in prospect. Those balances can melt 
overnight and almost invariably they 
are there for some other purpose any- 
how. It may seem logical to the presi- 
dent and the customer to take the so- 
called “broad over-all look,” but what 
about the day when the balances are 
applied to their intended purposes; how 
will the customer react to a proposed 
fee readjustment, and how will the trust 
oficer ever get paid for his time spent 
in renegotiation? How can you explain 
the “regular” fee basis to the customer 
who has paid it through the years when 
he hears about the bargain that his 
friend or competitor got? Where would 
the automobile or steel or railroad com- 
pany be if all of its business had to 
be on a negotiated basis? In reverse, 
will the president grant a concession 
from the prime rate because the trust 
department is serving the company in 
some profitable capacity? 


It is always possible to have a situa- 
tion where no stated schedule of charges 
would be equitable because of balances, 
ize, make-up—or nature of responsi- 
bilities. The rule of reason is still a 
pretty good basic rule. But unless the 
exceptions are few, we will always be 
in trouble. 


We can and must eliminate easy flex- 
ibility in the front office fee schedule; 
and we can and must operate our busi- 
less as a business, albeit as a neces- 
‘ary part of well-rounded banking ser- 
vice but with full respectability and 
without subsidy. If the trust industry 
will do this, then its officers and em- 
jloyees up and down the scale can be 
paid on a basis comparable with their 
banking associates; and the trust field 
will become as attractive to the career- 
conscious young man as the banking 
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field. There are banks around the coun- 
try where this is true today; and in 
these banks one no longer hears the 
annual year-end lament, “no earnings— 
no raise.” 


So much for the biggest single sales 
problem: the recognition of our occu- 
pation as a business, to be run on gen- 
erally accepted business standards. Now, 
let us look at some other sales problems, 
internal and external. 


Provide Quality Service 


What makes a person buy an article 
of food, a suit of clothes, or an auto- 


mobile? A need, coupled with the 
ability and willingness to purchase, and 
the buyer’s conviction that he can 
afford the article at its current price. 
He knows about it through habit or 
because it is advertised or offered di- 
rect through convenient channels. Do 
not the same conditions apply to the 
trust business? 


We have services rather than com- 
modities for sale. The public does not 
beat paths to our doors merely be- 
cause we have an old trust department 
or announce the opening of a new one 
and place a shiny new brass plate read- 
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ing “Trust Officer” on the desk of the 
president, a vice president, the cashier, 
or a misfit employee who can’t measure 
up to the standards of another depart- 
ment. To succeed in the trust business 
we must have genuine know-how and 
be able to furnish continuity and qual- 
ity of service superior to those individ- 
uals who are our long-established com- 
petitors as executors and trustees. The 
trust business in the United States is 
long past the point where the trust 
officer in the new or old trust depart- 
ment can learn about his job and its 
responsibilities at the expense of the 
estates and beneficiaries he purports to 
serve. 


In the one-man department, the trust 
officer must be “all things to all men.” 
This is in no way a treatise on small- 
ness or bigness; there are plenty of 
one-man departments that in their own 
way render service adequate for the 
areas served. Whether we are small or 
big, we must be able to look the pros- 
pective testator and his attorney straight 
in the eye and say with conviction, “Mr. 
Testator and Mr. Attorney, we can do 
the job better and at no greater cost 
than if you were to use only individ- 
uals”; and we must reach the point 
where the attorney will support that 
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statement when he and the client are 
alone. 


We talk a lot about attorneys. We 
have an ABA Committee on Relations 
with the Bar that has done some out- 
standing work at the top level in what 
is known as the National Conference 
Group. Their progress has been re- 
ported through the Trust Bulletin but 
our big job with the attorneys still must 
be done at the local level through dem- 
onstrated ability and thoughtful cultiva- 
tion. 


Some of our best lawyers in Chicago 
tell us that they earn many more dol- 
lars per hour of their own time when 
they work for a competent trust com- 
pany as executor instead of an individ- 
ual, and that they don’t relish the re- 
sponsibility that goes with advising an 
individual executor on _ investments. 
They will also tell the client that his 
estate will get a better administration 
at no greater cost, using the trust com- 
pany as executor. We all know this is 
true, so why don’t we demonstrate its 
truth to our local lawyers and let their 
enlightened self-interest work for client 
and trust company as well? 


Our good friend, Joe Trachtman, has 
pointed out that it took several genera- 
tions for the title companies to reach 
the point where most attorneys prefer 
to have them do the necessary research 
and guarantee the validity of real es- 
tate titles rather than take the time 
and assume the responsibility that goes 
with the preparation of abstracts and 
opinions of title. He compares our pres- 
ent “competitors” and faint praisers 
among the older attorneys with the 
whole legal fraternity in its earlier atti- 
tude toward the title companies. Even 
if we can never “sell” some of the old- 
‘time lawyers, we should bend every 
effort to cultivate the newer ones— 
starting at the law school level and 
demonstrating the validity of our posi- 


tion with those in active practice. Al. 
ways, we must live up to the spirit and 
the letter of the established canons of 
ethics with respect to the practice of 
law. 


Cooperation with Associates 


Within the bank, we must eliminate 
the mystery of the trust business. We 
are in a business that deals largely 


with confidential matters, but there jis 


no reason why we should not enlighten 
all of our associates from the chairman 
and the individual directors to the 
teller, bookkeeper and messenger as to 
what we do, how well we do it and 
why people need our services. It takes 
time, thought and much effort to sell 
the trust business and its people within 
the walls of our own organizations. The 
support for this must come from top 
management; but the energy, ideas and 
execution must come from us—the trust 
officers. 


Outside of the bank, we do ourselves 
and the trust business no good if we 
accept appointments for which there 
is no economic justification. The big 
point is—does the customer need our 
services or doesn’t he? If he needs us, 
and if he can be made to realize that 
he has only one estate and a single 
blunder by an unqualified fiduciary can 
cost many times the amount of the 
fiduciary’s compensation, this may help 
to crystallize his decision. 


Enthusiastic, satisfied customers are 
good salesmen for any business. Ours 
is no exception; but we suffer more 
from the casual remarks or downright 
damnings of dissatisfied customers than 
almost any other 


business one can 


think of. For this reason alone, our 
basic product, which is service, must 
be superior to that available through 
individual executors and trustees. The 
one-man trust department in the small 
community does not attempt to do the 
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multiple line business of its city corre- 
spondent ; but comparisons are rela- 
tive and the one-man trust department 
must build up a reputation for doing its 
work better than its local individual 
competitors, if it hopes to survive and 
prosper. 


In most commercial banks—whether 
large or small—the best prospects for 
current trust business and will appoint- 
ments are the present customers of 
other departments. But how can we 
hope to get at them if we have not 
taken the trouble to educate our own 
people with whom they have active con- 
‘tacts on how to recognize a trust pros- 
‘pect, how to lead him from the other 
‘departments to the trust officer’s desk 
‘and how to meet the standard argu- 
iments against doing anything about 
estate plans— arguments that arise 
through a combination of ignorance 
vand inertia? 





It can be done. In my own bank there 
are five full-time trust development 
‘men. Their production is good and 
ie are kept so busy by the constant 
‘input of new prospects referred by 
oficers and employees all over the bank 
that they have no time to ring strange 
door bells. This is exactly as it should 
be. People do not like to discuss their 
most confidential, personal matters with 
‘strangers who call at the door even 
ithough they may have “sent for the 
| booklet.” When their personal bankers 
jin whom they have confidence first 
| break the ice and then take them to the 
| people in the trust department who can 
help them, there is little, if any, “sales 
resistance,” provided they are well 
handled after they get there. 


The bank’s chief executive invariably 
sets the pattern of conduct for his sub- 
ordinates, but it helps to have some 
additional stimulants to action. Regular 
continuing internal communications help 


a lot. Everyone likes to see his name 
in print if the news story is a good one. 
We have a monthly new business bulle- 
tin called, “On The Production Line,” 
that goes to every employee. It lists 
production by departments with the 
exact volume credited to each employee; 
and when it arrives at our desks each 
month, the wheels of progress stop 
momentarily while we all find out where 
we stand. Then the wheels resume action 
as if freshly oiled. The assistant cashier 
and the credit department cub get a 
great kick out of seeing their names 
listed ahead of the boss and the presi- 
dent, whether it be in the banking col- 
umn or the trust column. On the aver- 
age, about 80% of our personal trust 
business and nearly all of our corpo- 
rate trust business originates with off- 
cers of other departments who have 
learned to say the right thing at the 
right time. The rest of the bank knows 
also that the trust department is not a 
one-way street because every year three- 
fourths to five-sixths of the trust off- 
cers produce new banking and savings 
business with aggregate balances in 
the millions and also originate substan- 
tial sales of municipal bonds. 

These facts are mentioned simply to 
show that there can be impressive in- 
terdepartmental cooperation in the pro- 
duction of new business. We think the 
monthly distribution of production fig- 
ures is a most effective new business 
stimulant—better than the pat on the 
back or the letter from the boss—be- 
cause it keeps alive the spirit of com- 
petition that is most necessary in any 
selling endeavor. 


Give the Customer Real Assistance 


In all trust development, the theme 
p 

must be: “We can do something for 

you,” not “Please do something for us.” 

Our advertising is merely the artiller 
a y y 

barrage for our trust development 
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troops; most of our new business will 
be developed on emotional considera- 
tions rather than pure logic. The con- 
tact man, whether a full-time new busi- 
ness man or an administrative officer, 
must help the prospect to develop his 
objective, must find out how much 
property and insurance is available to 
accomplish the objective and must steer 
the planning accordingly. 


Of course, the trust development man 
must have maturity and tact, must know 
how to sell the business and conduct 
the interview, how to keep in _ the 
straight and narrow on the practice of 
law and how to do estate planning, 
subject always to approval and imple- 
mentation by the attorney, the insur- 
ance man and the accountant. Not every 
trust department can have a full-time 
new business man; but where this is 
possible, his time has much greater 
value if he can conduct the initial inter- 
view without the interruptions inevit- 
able to the administrative man whose 
prime duty is to be available when his 
customers and beneficiaries want him. 


A man with maturity, experience 
and an inborn sense of service to his 
fellow man can learn the low pressure 
routine of “selling” trust business, but 
it helps to have special training. Some 
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of our largest banks have conducted 
occasional trust development courses 
on a strictly invitational basis. The 
Trust Development School conducted 
by the Illinois Bankers Association in 
co-operation with the School of Com- 
merce of Northwestern University com- 
pleted its ninth annual three weeks’ 
course last August, and now has 218 
graduates from 21 states. The majority 
were already engaged in or training for 
new business activity for their banks; 
but many have been administrative men 
from trust departments of all sizes. The 
Trust Division of the New York State 
Bankers Association conducted its first 
trust development school last summer 
and graduated twenty-nine men and 
one woman after a one week course. 


Trust administrative officers should 
be on the alert for the new business 
opportunities that arise from current 
distributions of old trusts and probate 
estates—opportunities not only for the 
trust department but for banking, sav- 
ings and investment departments—op- 
portunities to make new clients for law- 
yers, too. 


Do We Get the Business? 


Studies in the Probate Court at Chi- 
cago show that the trust companies on 
the average administer 30-40% of the 
estates reported in at $100,000 or more. 
These figures are not conclusive be- 
cause it is not unusual to use low esti- 
mates of value. Some other sections of 
the country seem to be doing a little 
better; but certainly we all have a lot 
more work to do before our “sales” will 
appear to be in line with our market. 


Having landed desirable will appoint- 
ments, what do we do about keeping 
them? The way to retain present and 
future business is to keep on cultivating 
it. The personal equation is of topmost 
importance. The occasional call, the 
luncheon invitation, the thoughtful let- 
ter, the anniversary greeting all help 
in the retention of present business. If 
we are to retain those will appointments 
that represent a heavy investment of 
time, they, too, must be followed in 
the same way. The officer or representa- 
tive who was the principal contact at 
the outset should be provided with auto- 
matic reminders to preserve that per- 
sonal equation. 


In my bank we use a separate cumu- 
lative work file for trust development. 
It contains copies of all letters, memos 
and documents along the way; and 
once a new appointment is recorded, 
this file comes back to the contact 





man’s desk annually or more often iff 
he wants it. Thus, he can brush w 
on the important details and prepar 
himself for a call on the customer of 
his lawyer or other professional ad. 
visers. 











There is one tremendous area where 
trust men have not yet found out hoy 
to scratch the surface—the so-calledf 
“small estate” and “small trust.” Thep 
ABA Committee on Trust Policies isf 
greatly concerned about this and may 
survey the Trust Division membershiyf 
on it later this year. Banks have mad 
substantial progress in the field of con. 
sumer financing and small loans; and 
we know that savings are growing in 
and out of banks. What to do about 
the small estate presents a vast area 
for study. Early attempts to co-ordi- 
nate common trust funds with uniform 
trust agreements and uniform remit- 
tances have had something less than 
enthusiastic support by supervisory au- 
thorities. 





My own idea is that this is a re. 
search problem and _ that pioneering 
should continue with some of the larger 
institutions that are already serving the 
mass banking market through far-flung 
branch organizations. I hope that some 
means can be developed to render trust 
service to this mass market on a “good 
business” basis and in the individual 
situations where there is economic just- 
ification for our services. 


“Sale,” “sales” and “selling” have 
real meaning today in the relationships 
of people and the promotion of services. 
The trust business does have sales prob- 
lems. If the trust officers who have 
executive responsibilities in our multi- 
billion dollar business will take the ini- 
tiative, put their departments on a busi- 
ness basis and show consistent net earn- 
ings, our biggest single sales problem— 
the internal one—should be almost com- 
pletely solved. If we thus earn the re- 
spect and confidence of our associates 








for our business ability—along with the 
professional ability that is already gen- 
erally recognized—we can expect the 
full support of our owners, directors 
and managers. 


A A A 


@ Harry M. Tibbits, assistant vice presi- 
dent of Harris Trust and Savings Bank, 
Chicago, celebrated his 30th anniversary 
with the bank on January 26. 


Tibbits, a graduate of the University 
of Chicago, and a veteran of both World 
Wars, serves in the new business division 
of the trust department. 
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Fiduciary Fund Elects Buek 


Formal organization of the Bank Fi- 
duciary Fund was effected on January 
24th with the eelction of officers and 
directors. Chartered by the New York 
State Banking Board on December 29, 
1954, this is the first mutual trust in- 
vestment company in the country and 
the pioneer influence in what may be- 
come an important new force in the 
development of for 
people of moderate means. 


trustee services 
As the head of the committee of the 


New York State Bankers Association 
which assumed responsibility for in- 








vestigation of the basic problems and 
means for their solution during the 
past three years, Charles W. Buek was 
chosen president of the new entity. He 
is a vice president of The United States 
Trust Co. of New York. Other officers 
elected were: first vice president, 
Charles M. Bliss, vice president, Bank 
of New York; second vice president, 
Charles E. Treman, Jr., vice president 
and trust officer, Tompkins County 
Trust Co., Ithaca; secretary-treasurer, 
Charles E. G. Lloyd, secretary, Trust 
Division, New York State Bankers 
Association. 


Directors of the corporation are 











For over 150 years, the name of Schroder has 
been known in financial circles throughout the 
world. Today this experience supplements a full 
range of modern trust and banking services. 
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BANKING CORPORATION 


and 
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elected with representation from each> 
of the nine districts in New York State f 
and, with the officers chosen from their 
number, serve without compensation, as 
follows: the three executive officers 
mentioned above plus Robert M. Lovell, 
vice president, The Hanover Bank, New 
York City; Herbert A. Jones, vice 
president, The National Commercial 
Bank and Trust Co., Albany; William 
T. Haynes, vice president, The Marine 
Trust Co. of Western New York, Buff. 
alo; Frederick Hainfeld, Jr., executive 
vice president, Long Island Trust Co, 
Garden City; Donald A. Moore, execu. 
tive vice president, Poughkeepsie Trust 
Co., Poughkeepsie; John G. White, 
vice president, Security Trust Co., Ro. 
chester; Aurie I. Johnson, vice presi. 
dent, First Trust and Deposit Co., Syra- 
cuse; Robert F. Carpenter, vice presi- 
dent, Watertown National Bank, Water. 
town. 
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New Special Lecturers for 


G. S. B. 


Sixteen outstanding bankers, educa- 
tors, and business executives have been 
named as new special lecturers for The 
Graduate School of Banking’s summer 
session at Rutgers University, June 13- 
25, it was announced by Dr. Harold 
Stonier, director of the School. 


Three of the new lecturers will speak 
before a new required course, “Eco- 
nomics of Banking and Business,” which 
will be devoted to the functioning of 
our monetary and credit system and 
basic factors affecting the American 
economy. They are Jules I. Bogen, pro- 
fessor of finance, Graduate School of 
Business Administration. New York 
University; Lester V. Chandler, profes- 
sor of economics and social institutions, 
Princeton University; and Arthur R. 


Upgren, dean, Amos Tuck School of 
Business Administration, Dartmouth 
College. 


Five of the new lecturers have been 
added to the School’s classes in trusts: 
William G. Cleaver, vice president and 
trust officer, First National Bank and 
Trust Co., New Haven; C. D. McCaffrey, 
director of financial underwriters train- 
ing, Northwestern Mutual Life Insur- 
ance Co., Philadelphia; Robert E. Mac- 
Dougall, vice president, Girard Trust 
Corn Exchange Bank, Philadelphia; 
Arthur B. Pfleiderer, vice president, De- 
troit Trust Co.; and David C. Powers, 
trust officer, City Bank Farmers Trust 
Co., New York City. 
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PANEL ANSWERS CURRENT TAX (QUESTIONS 


T THE CLOSING SESSION OF THE 

American Bankers Association Mid- 
‘Winter Trust Conference in New York 
on February 9, a panel of experts re- 
sponded to a number of submitted ques- 
tions arising out of the new Code pro- 
visions relating to estate, gift and trust 
income taxation. The following is a sum- 
mary which should be read in the light 
of panel leader Carlysle A. Bethel’s ad- 
monition that many of the areas covered 
remain uncertain. 


Joseph Trachtman, 
Trachtman & Wolf, New York: 


Where an insured creates an irrevoc- 
able trust of insurance on his life, and 
continues to pay the premiums thereon, 
there is a gift of the replacement value 
of the policy at the time of the transfer 
and a gift of the premiums subsequently 
paid. The insurance proceeds will not be 
taxable in his estate unless the transfer 
is held to be in contemplation of death, 
but if more than three years elapse be- 
tween transfer and death this question 
will not arise. If the trust is funded, the 
income from the securities or other as- 
sets will continue to be taxable to the 
grantor. It does not follow, however, 
that he will be deemed to have reserved 
the income for life which would make 
the assets includible in his estate. Refer- 
ence should be made to Garreti’s Estate, 
180 F. (2d) 955 which indicates that 
part of the assets may be held to have 
been transferred in contemplation of 
death, and another not. 


Under the present Code a transfer of 
life insurance will not be deemed to take 
elect at death unless the insured retains 
areversionary interest exceeding 5% of 
the value of the policy immediately prior 
to death. This need not be an express 
leservation. The mere possibility that the 
assignee of the policy may bequeath the 

state including the insurance to the 
[se or that the latter may have a 

tight of election in the estate would not, 
however, seem to attract any tax in the 
tansferor’s estate. Even if this were 
tuled a possible reversionary interest by 
operation of law, the contingencies could 
tot be evaluated and therefore no part 
would be included in the insured’s estate. 


If insurance is assigned to a trustee 
tather than to an individual, the same 
general rules would apply, but the in- 
‘tument should carefully exclude any 
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possibility of a reversion of income or 
principal to the donor. 


Assume an irrevocable trust to which 
the grantor assigns a $150,000 policy 
with cash value of $60,000, the income 
after death to be payable to the widow 
for life, then to their -children up to 
stated ages and thereupon the principal, 
and the grantor continues to pay annual 
premiums of $6,000. Valuation depends 
not on cash value but replacement cost 
of the policy. If this is not more than 
$60,000, and the wife consents to the 
gift, and no part of the lifetime exemp- 
tion has previously been utilized, no gift 
tax is payable on the transfer. The sub- 
sequent premium payments would be 
considered gifts of a future interest and 
not entitled to the annual exclusion. If 
made to an individual rather than to a 
trustee, the exclusion would apply and, 
again if the wife consents, the $6,000 
would be non-taxable if no other gifts 
were made during the year to the donee. 
No estate tax would be involved on the 
grantor’s demise unless premiums within 
the last three years were considered to 
have been paid in contemplation of 
death. It is not clear whether, should it 
so be ruled, the entire proceeds would be 
taxable or merely the proportion repre- 
sented by the premiums paid within the 
three-year period. It could be argued 
that the payments were made in further- 
ance of a pattern established years be- 
fore and not in contemplation of death, 
but to avoid the question it might be 
advisable to make gifts of cash in the 
approximate amount of the premiums, 
with no strings attached, relying on the 
donee to apply them to the intended pur- 
pose. 


Carter Loutham, Mitchell, Capron, 
Marsh, Angulo & Cooney, New York: 


Assume a trust consisting of a $100,- 
000 mortgage paying 4% interest semi- 
annually on June and December 1, and 
that the income is distributable to the 
beneficiary who dies on June 1 but dis- 


‘The Panel on Taxation 


tribution is nut made to the remainder- 
man before the end of the year. It would 
appear that the beneficiary is taxable on 
the $2,000 of income received on June 1, 
which would not be reduced by any 
principal deductions. If the second 
$2,000 is not distributed, there is no 
tax to the remainderman, as a termin- 
ated trust is treated like an estate in 
process of administration. The trust 
would have $2,000 of income which 
would be reduced by some principal 
deductions. 


Suppose the income of a trust is pay- 
able to A, the trust realizes a long-term 
capital gain of $600 in January 1954, 
and in the following month the trustee 
distributes principal to A in the exercise 
of a power so to do. The rule is that a 
distribution is a distribution of income 
to the extent that there is distributable 
net income. However, capital gain is not 
distributable to the income beneficiary 
and therefore it should be excluded from 
distributable net income except where it 
is actually paid, credited or required to 


be distributed to the income beneficiary. 


In such latter cases, the capital gain is 
deductible by the trustee and taxable to 
the beneficiary. If the gain is vouchered 
out as such by the trustee, that identifica- 
tion controls and the foregoing rule ap- 
plies. If a distribution is not so marked 
and occurs prior to the realization of 
gain, it would not be deemed capital 
gain. Irrespective of the sequence of 
dates, the practical rule, not universally 
followed, is to treat corpus distributions 
as capital gains to that extent, making 
the distribution to A taxable to A. 


Assume an estate has income of $5,000 
in 1954 and $6,000 in 1955; no income 
is distributed but a legacy of $5,000 is 
paid in five equal installments, two in 
1954 and three in 1955. Such payments 
would be taxable as income to the legatee 
because they were less than the estate’s 
distributable net income and were spread 
out in more than three installments. A 
family allowance paid monthly would 
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likewise be taxable to the recipient. Both 
results are undesirable and indicate the 
need for corrective legislation. The same 
rule would probably apply to residuary 
devises of real estate. 


John E. Williams, vice president, 
Provident Trust Co. of Philadelphia: 


Where the grantor is taxable on the 
income of a revocable trust, he should 
in his own return pick up the items of 
income and deductions attributable to 
the trust. The trustee should file Form 
1041, merely setting forth the name of 
the trust and name and address of the 
fiduciary, stating that it is a revocable 
trust and attaching a statement showing 
the income and deductions. For conve- 
nience, an agency form of income tax 
advice should be prepared in triplicate, 
the original for the grantor, a copy to 
accompany 1041] and one for the fiduci- 
ary’s file. 


If principal deductions are used to 
reduce distributable net income and 
there are capital gains, there should be 
charged to the income beneficiary that 
part of the tax that would have been 
payable had the deductions not been 
used to reduce distributable net income. 


Assume A has stock worth $100,00C 
with a zero basis and he borrows $80,- 
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000 thereon, thereafter assigning the 
stock subject to the lien to a charity 
which subsequently liquidates the loan. 
A is entitled to a deduction of $20,000 
for a charitable contribution, and has 
realized a capital gain of $80,000. 


James J. Saxon, asst. general counsel, 
American Bankers Assn.: 


Indirect and general expenses in the 
production of trust income are pooled by 
the fiduciary and in its discretion are 
allocated against the highest type of in- 
come so that what remains of other types 
of income passes to the beneficiary un- 
diminished. Thus, for example, no 
charges should be made against divi- 
dend income where possible so that the 
fullest credit for dividends received may 
be taken by the beneficiary. Contribu- 
tions to charity, however, are classified 
as distributions rather than expenses; 
hence, they must be allocated to each 
class of income. 


Changes in the tax structure this year 
will be confined largely to rates. It is 
uncertain whether the corporate income 
and excise tax rates will be continued at 
present levels or allowed to drop. If any 
revisions occur with respect to the per- 
sonal income tax, they may take the form 
of additional credits, lower brackets and 
rates, or increased personal exemptions. 
As to capital gains and losses, thought 
has been given to a redefinition of capi- 
tal assets, a change in the holding period 
and a revision of the rate. However, 
there is only limited possibility of action 
in these areas. 


There is reluctance to take any steps 


toward technical amendments of the 
Code although some may be enacted.) 
Reasonable hope exists that favorable > 
consideration will be given to a number 
of A.B.A. proposals, including limitation 
of the throwback rule affecting trust in. 
come, and the deductibility of principal 
charges aaginst capital gains. The un. 
just results of the estate distribution rule 
mentioned by Mr. Loutham above also 
suggests the need for a change. 


A letter of income tax advice to bene. 
ficiaries developed by one trust institu. 
tion might serve as a model. It sets forth 
dividends received before and after the 
July 31-August 1 demarcation date, par. 
tially tax exempt income, capital gains 
and losses, income and profits taxes paid 
to foreign countries or U. S. possessions, 
and depreciation charges. A general 
statement of tax principles and fiduciary 
duties is attached. 
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Papers of Oldest Trustman 
Given to University of Michigan 


Ralph Stone, oldest living trustman in 
the United States in point of service, 
has at the request of the University of 
Michigan deposited with the Michigan 
Historical Collection there his biography, 
papers and writings. 

Mr. Stone began his trust career as 
an officer of the Michigan Trust Co,, 
Grand Rapids, in 1893 after getting his 
law degree from the University of Mich- 
igan. Later he was made a state bank 
examiner, and in 1901 joined the Detroit 
Trust Co. as an assistant secretary. In 
succeeding years he held every post ex- 
cept treasurer. He is today a director. 
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This is our 65th Anniversary. At this age 
the individual normally plans to retire. 


This points to an important difference 
between an individual, as an executor and 
a trust company. The corporate executor 
does not retire. Rather, it serves even better 
as it grows older. Through the accumula- 
tion of experience and the expansion of its 
facilities, time only adds to the efficiency 
of its services to its clients. 


In this, our 65th year of service to Canadian 
families, it is pleasant to recall that among 
our many clients are the third and fourth 
‘generations of families who years ago 


appointed the Montreal Trust Company as 
executors. 


MONTREAL TRUST 


Company 


MONTREAL @ CALGARY @ EDMONTON e@ HALIFAX 
TORONTO @ VANCOUVER @ VICTORIA @ WINNIPEG 
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The Panel on Smaller Trust Departments 


O DEVELOP NEW TRUST BUSINESS FOR 
"Die smaller trust department, get a 
trust new business man, if possible, use 
forceful advertising, interest the com- 
mercial officers; and keep in touch with 
the life underwriters and attorneys, the 
Smaller Trust Department session at the 
Mid-Winter Trust Conference on Febru- 
ary 8, was told. Furthermore, following 
up visits with a prepared estate plan, and 
keeping up with retention selling are im- 
portant in capitalizing on the results of 
the other efforts. 


The discussion panel, moderated by 
Ralph A. MclIninch, president of Mer- 
chants National Bank, Manchester, N.H., 
included John W. Cookenbach, assistant 
vice president of the Pennsylvania Co. 
for Banking & Trusts, Philadelphia; 
Robert H. Daniel, vice president of First 
National Exchange Bank, Roanoke; Vir- 
lyn B. Moore, Jr., trust officer of Fulton 


National Bank, Atlanta; and Joseph M. 
Naughton, president of Second National 
Bank, Cumberland, Md. The many ques- 
tions received beforehand were gathered 
under main heads and discussed by the 
panel with occasional questions or com- 
ment from the floor. 

Asked when is an estate too small to 
accept, the panel agreed that legally 
there was no such limit, and that there 
are times when exceedingly small estates 
should be administered as a public duty, 
even if the department did so at a loss. 
Profitability depends on responsibility 
and type of investment as well as size, 
but in general the larger estates should 
be the new business objective, since they 
are more profitable for the department. 

The cost of securities, for tax basis, 
should be obtained from the customer 
at the time the securities are received, 
the panel advised. Changes should be re- 
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corded promptly on the tax card jp 
order that an up-to-date cost basis should 
be always available, and the year-end 
tax work. load reduced. 


Discussing the investment of trus 
funds by small departments, the panel 
agreed that good investment perform. 
ance is necessary for growth, that limita. 
tions must be recognized and outside 
assistance obtained where needed. That 
assistance should be continuous to be of 
maximum value, should be narrowed 
down to information that will really be 
used, and that information kept in the 
research file. An approved — or better, 
“selected” — list should not be a 
straight-jacket, but may well be a con- 
venience. In any case, the final decision 
on an investment must be made locally. 
The reasons for security changes ought 
to be recorded for future reference, 
Supervision of accounts should be 
streamlined so as to reduce the time 
needed for mechanical detail and allow 
more time for a real analysis of the sit- 
uation. Daily security reviews and an- 
nual account reviews can run parallel. 


In regard to assistance in tax work, 
the audience was advised for estate and 
inheritance taxes to seek the help of the 
attorneys who drew the instrument. Out- 
side assistance from CPAs on income 
taxes should be obtained, if needed, and 
charged not to the account but to the 
department. 


A standard schedule of compensation 
was suggested, preferably in print. This 
can be kept inside the bank, or distrib- 
uted outside, as each institution may 
choose. An acceptance committee should 
pass on prospective accounts, and re- 
negotiation of fees should be undertaken 
when needed. Without care of this kind 
it may develop that friends are paying 
the established fees and others aren't. 


When those present were asked how 
many of them operated common trust 
funds hands shot up all over the room. 
The panel felt that a department should 
have about $225,000 available for im: 
mediate participation and the possibility 
of growth to one or two million before 
starting a Common Trust Fund. The 
real question, they said, is whether 4 
fund is needed in order to do a better 
job for the customer. Where there are 
good growth possibilities the rate of 
growth may even increase following the 
establishment of a fund. In selecting 
accounts for participation, the panel 
warned, the tax position of the customer 
must be kept in mind. 


A small department should accept an 
estate with a small business as its chief 
asset if it is equipped to handle it. The 
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panel considered this a growing field of 
trust business which should receive more 
attention. Preparation for such a re- 
sponsibility should be made beforehand, 
and the experience of the commercial 
oficers can be drawn upon to good ef- 
fect. 


Nominee registration of securities was 
recommended wherever the state law 
or instrument permits and the assets of 
the account are likely to remain with the 
trust department for a considerable time. 


The use of a written estate plan left 
with the customer, and of three-way con- 
ferences with the customer and his at- 
torney were suggested to overcome pro- 
crastination and build good trust-at- 
torney relations. 


A trust department may undertake ex- 
pansion in an area at a distance if it is 
sure there is no local trust department 
and that the trust potential warrants the 
effort. The panel suggested beginning 
with direct mail. 


Pension trusts probably will not be 
profitable for the first three years, but 
thereafter are good business. The best 
sources, the panel suggested, are the 
bank’s own customers and the industries 
located in town. Once such an account 
is established, the individuals involved 
offer a field for trust business. 


To train clerks for future advancement 
and greater responsibility, the panel 
suggested using the AIB texts, either 
running a class in the bank or taking the 
courses by mail, if a local class is not 
available. After that, the clerk should be 
sent to a state or regional graduate 
school. 


Last, but far from least, came the 
question of an advertising budget. What 
percentage of trust department income 
should it be? The panel answered that 
this was the wrong approach. A new de- 
partment might even spend more than its 
income. The better way is to determine 
what advertising job has to be done, 
and then think of the cost in terms of 
investing capital in a new business ven- 
lure. 


A AA 


C. L.U. Dean Named 
Herbert C. Graebner, C.L.U., assumed 


his new post as Dean of the American 
College of Life Underwriters on Febru- 
ary 1. He takes the position left vacant 
when Dr. Davis W. Gregg, C.L.U. was 
lected to the presidency following the 
death last June of Dr. David McCahan, 
C.L.U. Dean Graebner has been Dean of 
the College of Business Administration 
of Butler University since 1949. 
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TRUST OPERATIONS 


‘ 


QUESTIONS ANSWERE. 





The Panel on Trust Operations 


HE Mip-WiInTER TRusT CONFERENCE 

Panel on Operations for Trust De- 
partments, held on the afternoon of 
February 8, was moderated by J. T. 
Keckeisen, chairman of the Trust Divi- 
sion’s Committee on this subject and 
vice president-secretary of First Na- 
tional Bank of Chicago. He was assisted 
by Robert L. Cudd, second vice presi- 
dent of Chase National Bank, New York; 
T. W. Johnson, trust officer of Mercan- 
tile Trust Co., St. Louis; L. S. Sever- 
ance, assistant trust officer of United 
States National Bank, Portland, Ore- 
gon; Herbert J. Smith, vice president 
of Old Colony Trust Co., Boston; and 
Charles H. Stickels, assistant vice presi- 
dent and assistant trust officer, National 


Bank of Detroit. 


Reproduction of pertinent documents 
is desirable for economy and efficiency. 
The Xerox photocopy machine was sug- 
gested for this work, despite its $4,000 


cost, since it can be used also by the 


commercial departments. One large 
trust company got back its costs within 
six months. 


In handling addressographs for rec- 
ord control a combined operation in 
one department for all sections of the 
bank was suggested. This permits bet- 
ter training and smoothes peak loads. 


Credit for dividends and _ interest 
should be made immediately, and if 
done by tabulating machine on bond 
interest due dates and dividend declara- 
tion dates, it saves time and avoids 
peak loads. No precredit should be 
given for rents or other accruals. 


It was reported that 19 New York 
banks have adopted a simplified form 
of indemnification agreement covering 
transfers out of the bank name. 


Stock transfer is sought to be simpli- 
fied under the Uniform Commercial 
Code which removes the necessity of 
evidence other than tax waivers. 
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Full data should be made available 
in customer reports, and separate ledg- 
ers should be maintained for principal 
cash, income and securities. 


In comparing the use of a nominee 
with that of a power of attorney, the 
panel suggested that the latter be 
limited to transfers of new securities, 
and pointed out that corporations like 
to know the names of stockholders. Mr. 
Smith added that the use of more than 
one nominee made it possible to sepa- 
rate the assets of agency, trust, estate, 
investment management, and the Com- 
mon Trust Fund accounts, and thus 


made it easier to check out the various 
items. 


A separate real estate department is 
invaluable. A specialist is required for 
the best protection, production and serv- 
icing, and the establishment of a sepa- 
rate department eliminates duplication 
and confusion. It can be used by both 
the trust and banking departments. 


As to carrying values, the use of 
unit values allows for control, avoids 
out-of-date figures and errors, and saves 
tax time. 


Switching from hand posting to tab- 
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CONDENSED STATEMENT OF CONDITION — DECEMBER 31, 1954 


DIRECTORS RESOURCES 
EDWARD F. BARRETT * Cash and Due from Banks ....... $139,626,999.57 
pore Ae Lighting Co. U.S. Government Securities é 86, 145,905.12 
ice «ieee State and minaiatpel Securities 26,472,569.12 
President, _ Other Securities ...... 2,479,870.55 
Eagle Pencil Company Loans and Discounts . Bee 299,274,599.11 
PERCY N. EDWARDS 
medians, few Tork : A. sel - Mortgages 2,612,485.96 
ustomers’ Liability for Acceptances. . . 3,354,058.77 
URS L 
“oe ” xi Stock of the Federal Reserve Bank 975,000.00 
naote ae Banking Houses. . se 2,237,670.23 
JAMES F. FARRELL Accrued Interest Receivable 783,385.86 
Senior Vice-President Other Assets . . 381,580.72 
E. CHESTER GERSTEN $564,344, 125.01 
President 
WILLIAM J. KISSELL LIABILITIES 
Vice-President Capital : $15,225,000.00 
LEE T. MELLY 
Vice-Chairman and Treas., Surplus. ° 17,275,000.00 275,000.00 
Ward Baking Company 32,500,000.00 
WALTER E. MEYER Undivided Profits . . . 11,274,204.81 $43,774,204.81 
New York City Dividends Payable January 3, 1955: 
MEMRY L. MOSES Regular . $435,000.00 
en — Extra. . . «217,500.00 652,500.00 
—- = SANTRY Unearned Discount age 2,146,076.69 
Combustion Engineering, Inc.| Reserved for Interest, Taxes, Contingencies  5,711,191.90 
BENJAMIN P. SCHOENFEIN | Acceptances... . . . . $6, 155,029.22 
Vice-President Less: Own in Portfolio . . 2,269,866.76  3,885,162.46 
SAMUEL J. SILBERMAN Other Liabilities. ........... 684,838.90 
a.” EE ee ak yh ee 507,490, 150.25 
HENRY B. SINGER $564,344, 125.01 


United States Government Securities carried at 
$22,147,854.59 are pledged to secure public and trust deposits, 
and for other purposes as required or permitted by law. 


MEMBER: N.Y. CLEARING HOUSE ASSOCIATION 
FEDERAL DEPOSIT INSURANCE CORPORATION 
25 Offices Located Throughout Greater New York 


37 Broad Street 
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ulating machines provides greater clar.f 
ity for beneficiaries and principals. [tf 


is also economical if 100 or more item; 
are processed daily. 


Stock rights should be entered on 
receipt in a single account, and then 
entered on the individual accounts when 
the action (receipt, additional pur. 
chases or sale) is completed. 


Accounts should be balanced once a 
month, especially the asset holding 
cards, and reliance should not be placed 
on balancing the accounts with the 
statements. 


Fees for handling municipal bonds 
should not be lower than for corpora 
tion bonds. The same work is involved, 
and checking for calls advertised in 
local papers actually makes the muni- 
cipal bond work more difficult. 


When a merger of trust departments 
is contemplated, it is desirable to con- 
duct a pre-merger survey, then to in- 
tegrate as quickly as possible, and to 
handle first those accounts requiring 
action (selection being based on an ac- 
count review). A letter of welcome 
would be in order. 

Stock dividends and stock splits may 
require a transfer of earnings to the 
capital account to compensate for the 
added stock from the stock dividend. 
The corporation’s information should 
be examined to determine if it 
simple split with no added capital allo- 
cation. Any but cash dividends should 
be recorded by a duly qualified person. 

Asked about the best trust depart- 
ment time-saver, the panel members re- 
plied as follows: Keckeisen — multiple 
carbons (as in withdrawal form for 
sale) which as a by-product of the sale 
order provides records for the whole 
job and avoids the danger of copy mis- 
takes; Stickels—the same system ap- 
plied to debits and credits; Smith —a 
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cash ledger combining income and prir- 
cipal cash and investments; Severance 
—a single entry ticket to allow posting 
to all investments; Johnson—the use of 
photo-copy instead of hand copy, as, 
for example, on tax returns; and Cudd 
—the use of electronic records. 


A A A 


@ Howard A. Chapin, trust investment 
officer and assistant secretary of The 
First Trust Co. of Lincoln, Neb., was 
recently elected to a three year term 
on the Board of Directors of the Lincoln 
YMCA. Mr. Chapin is president of 
the Trust and Estate Division and 4 
member of the executive committee of 
the Omaha-Lincoln Financial Analysts 
Society. 
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New Equipment Adds 
Efficiency to Trust Department 


Improvements in equipment and 
methods of work which elicited compli- 
ments from the State auditors, saved 
time for trust officers and staff, and 


| provided better service for customers 


have proven their value to First Na- 
tional Bank, Palm Beach, Florida. 


More efficient control over all secur- 
ities was obtained by replacing the old 
6 x 4 cards with Remington Rand’s 
C1785C Safe-Kardex cards and cabi- 
nets. The new cards, and the manner 
in which they are filed, provide effec- 
tive control of dividend payments by 
months, make posting much easier, and 
offer quick and ready reference. All 
pertinent information regarding each 
issue is on the card. 


The fire resistant cabinets now pro- 
vide a degree of safety for these records 
which did not exist before, and similar 
protection was obtained for the tickler 
file, the will file, supporting papers and 
correspondence relating to wills, and 
all data pertaining to the settlement of 
estates. 


Prior to the new installations, ledger 
records had to be wheeled into the 
vaults at night, and whenever it was 
necessary to work later than the porters, 
trust officers had to stay until all the 
work was finished. Now the Department 
is free of dependence on any one else, 
protection at the point of use releases 
the officers from this duty, and the 
proper officer can have access to im- 
portant papers at any time. The same 
equipment enables auditors to work as 
late or start as early as they wish, with- 
out waiting for records to be brought. 


Acquisition of a Transcopy Unit, 
making exact copies of wills and other 
papers in a few minutes, has saved 
much time and inconvenience. Formerly 
it was necessary for an officer to take 
important papers outside for reproduc- 
tion. Moreover, copies now are black 
on white, instead of the reverse. 


The new equipment required a new 
loor layout, completion of which made 
possible the use of all files without 
obstruction of natural passage. ways. 
Accessibility, as well as ease of mechan- 


ical operation, earned the complete ap- 
B 


proval of the working staff. 


All in all, the modernization of the 
ofice has contributed materially to de- 
partment prestige, heightened the morale 
of the staff, and freed more time for 
the officers. 
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NABAC Holds Third Session 
of School 
The third resident session of The 
NABAC School for Bank Auditors and 
Comptrollers, at the University of Wis- 
consin, Madison, will be held July 24 
to August 6, 1955. School Director 
Clarence H. Lichtfeldt, who is comp- 
troller of the First Wisconsin National 
Bank, pointed out that a highlight of 
this session will be the School’s first 
graduation, when the 51 students, who 
were admitted to the first (1953) ses- 
sion will receive their diplomas on 
August 5. This year 255 bankers will 
participate in the courses. 


Among the classes are Trust Depart- 
ment Accounting in the first year 
course, Trust Department Audit in the 
second year course, and in the third 
year course Pension Plans. 


Requests for School application forms 
should be addressed to Darrell R. 
Cochard, Registrar, at Suite 976, 38 
South Dearborn St., Chicago 3. 


A A A 


@ Aims C. Coney, formerly vice presi- 
dent of Mellon National Bank & Trust 
Co. of Pittsburgh, has become a general 
partner in the New York Stock Ex- 
change firm of A. E. Masten & Company. 





Helping plan 250 estates 
developed 608 items 
of new trust business 


Since 1949 we have analyzed and helped plan the estates 
of 250 prospective customers. Their properties have a 


total value of $106,782,083. 


Here are the results of our experience, which may be 
of interest to you: 


Three trust officers — one of whom is a full time estate 
analyst — collected the necessary information and then 
prepared comprehensive, written reports on these 250 
cases. Our reports set forth the findings of the analysis 
of each estate. 


These 250 analyses developed the need for 102 living 
trusts involving assets aggregating $9,365,882. To date, 
63 of these trusts have been completed, holding assets 
valued at $4,934,694. Most of the other 39 recommended 
trusts are in process. 


So far, we have been named to act as executor in 140 of 
these estates, having total assets of $54,422,329. (Ten of 
these have been administered by us to date and our fees 
have amounted to $68,677.) We have also been designated 
to act as testamentary trustee or trustee of insurance 
trusts in 148 of these cases, having assets aggregating 
$47,955,955. (To date five of these trusts, having total 
assets of $1,033,020, have become operative.) In addition, 
we have acquired a total of six pension and profit sharing 
trusts from these prospects. 


We have no outside solicitors. These 250 prospects were 
referred to us by life underwriters, attorneys, accountants 
and our own customers. Most, however, came from life 
underwriters. 


If our experience will be of any help to you we will be 
glad to give you more detailed information. 
Warren T. Hackett, Vice President and Trust Officer 


THE HUNTINGTON NATIONAL BANK 
of COLUMBUS, OHIO 
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on the 
buying side 


Our interest in bidding on blocks of securities 
of institutional size springs from the fact 
that we provide primary markets 


for the placement of such investments. 


This willingness on our part to buy 

as well as to sell high-grade bonds and 
preferred stocks in volume is of 

utmost importance to portfolio managers 


in arranging their programs. 


It has been our steadfast policy 

for over 40 years to create and maintain 
the closest markets in high-grade securities 
suitable for meeting the specific objectives 
of all financial institutions enjoying 


the advantages of our services. 


Inquiries are invited 


SALOMON BROS. & HUTZLER 


Dealers and Underwriters of High-Grade Securities 


Members New York Stock Exchange 


SIXTY WALL STREET, NEW YORK 5, N. Y. 


PHILADELPHIA CLEVELAND CHICAGO SAN FRANCISCO 
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Trust Investments 


IN THE LIGHT OF POSTWAR EXPERIENCE 


DR. MARCUS NADLER 


Professor of Finance, New York University 


NVESTMENT POLICIES OF TRUST COM- 
l panies are based on reasonable judg- 
ment of all known forces operating in 
the economy. This also involves care- 
ful analysis of past economic develop- 
ments to ascertain whether basic changes 
have occurred which may have an im- 
portant bearing on these policies. 


Every major war has been followed 
by a period of boom and inflation which 
ended in a period of depression and de- 
flation. This happened after the War of 
1812, the Civil War, and after World 
War I. Until recently it was widely be- 
lieved that the same pattern would de- 
velop after World War II. However, ex- 
perience of the lasi few years has clearly 
demonstrated that a sharp break in 
commodity prices and thus a material 
appreciation in purchasing power of 
the dollar is not likely to take place. 


Commodity Prices to Rise 


Developments during 1953 and 1954 
are of particular interest. Although 
business activity during this readjust- 
ment period declined by about 10% 
and unemployment rose considerably, 
the wholesale commodity price index 
remained practically stable. What is of 
perhaps greater significance is that dur- 
ing 1954, in spite of the decline in busi- 
hess activity and the increase in unem- 
ployment, wage rates of production 
Workers in many manufacturing indus- 
ries actually increased. An increase in 
wage rates, while in part absorbed by 
increased efficiency and in part by a 
squeeze on the margin of profits, boosts 
costs of production and ultimately tends 
to push commodity prices upward. 


Moreover, one may ask the question, 
‘If wages were increased in 1954, a 
year of downward business readjust- 


(Thieneenesasimee 


From address before Mid-Winter Trust Confer- 
ence, Feb, 8, 1955. 
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ment and unemployment, is it not fair 
to assume that this trend will continue?” 
The proposed increase in the minimum 
wage rate and the emphasis by unions 
on a guaranteed annual wage do not 
offer any prospect of lower wage costs. 
Hence the outlook for commodity 
prices, because of the high costs of 
production, is for a continuing moder- 
ate upward trend. Although individual 
commodities may fluctuate considerably, 
a decline in the general wholesale com- 
modity price. level in the future is not 
to be expected. 


In the first place, the outstanding 
volume of debt—both public and pri- 
vate—is very high. A sharp decline 
in commodity prices would increase the 
burden of indebtedness. Secondly, wage 
rates are high and costs of production 
are still increasing. As stated before, a 
decline in wage rates is not likely; 
hence costs of production are bound to 
remain high. Thirdly, the government 
is committed to a policy of full employ- 
ment, economic expansion and main- 
taining farm prices. All these factors 
lead to the conclusion that the com- 
modity price inflation resulting from 
World War II is permanent in character. 


Since the end of World War II we 
have witnessed the greatest boom and 
the greatest inflation but, in terms of 
commodity prices, they have not been 
followed by a period of depression and 
deflation. Naturally, the investment offi- 
cer, mindful of the need to preserve the 
purchasing power of the trust, will have 
to take this development into account. 


Interest Rates 


The movement of interest rates after 
World War II also did not repeat the 
performance of previous postwar pe- 


riods. After. World War II interest 


rates remained at exceedingly low levels 


until the March 1951 accord between 
the Treasury and the Federal Reserve. 
Until the middle of 1953 money rates 
rose but the rate of return even at the 
peak remained comparatively low. This 
increase resulted primarily from a co- 
incidence in that the demand for funds 
from both the public and private sec- 
tors was very large. In spite of the fact 
that the economy was operating in high 
gear, government defense expenditures 
not only made it impossible to balance 
the budget but forced the Treasury to 
appear as an important borrower in the 
open market. 


Since inflationary pressures were pres- 
ent the policies of both the Reserve au- 
thorities and the Treasury underwent a 
considerable though short-lived change. 
As soon as business activity began to 
show signs of decreasing, the credit 
policy of the Reserve authorities and 
the debt management policy of the 
Treasury underwent another change. 
Money rates in the second half of 1953 
and in the first half of 1954 declined 
below those ruling prior to the credit 
restraint. 


Experience of 1953 and 1954 


Developments in money and capital 
markets in 1953-54 offer a valuable 
lesson to buyers of fixed-income-bear- 
ing securities. Reserve credit policies 
are guided primarily by the trend of 
business activity. Should inflationary 
pressures develop one may expect poli- 
cies which will result in tighter money 
and somewhat higher rates of interest. 
The moment the forces of inflation give 
way and some elements of deflation 
appear, monetary policies will change 
and money rates become lower. 


Experience during 1953-54 also 
clearly demonstrated that government 
securities do not have the liquidity 
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attributed to such obligations up to the 
beginning of 1953 and they are sub- 
ject to the same degree of fluctuation 
as other high-grade bonds. While there 
is absolutely no risk attached to them, 
they fluctuate like other money bonds. 
This factor has to be considered par- 
ticularly by those who have looked upon 
medium- and longer-term governments 
as highly liquid assets convertible at 
any time without risk into other types 
of securities. 


Outlook for Money Rates 


With the pegging of government se- 
curities abandoned and with a flexible 


credit policy, money rates and bond 
prices will fluctuate perhaps more in the 
future than in the immediate past. 
Movement of interest rates and bond 
prices will be guided primarily by de- 
mand and supply and reflect business 
conditions and policies of the monetary 
authorities. The experience of 1953-54 
is therefore of considerable value to 
the trust officer. It indicates that when 
business begins to assume the charac- 
ter of a boom it is time to sell or re- 
frain from buying fixed-income-bear- 
ing securities. Only after the boom has 
passed its peak is it time to consider 
fixed-income investment. The change in 
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This folder opens out to form a 10 inch by 
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Reserve credit policies now in the mak. 
ing indicates that the policy of active 
ease has been abandoned for one of 
flexible neutrality. 


Should the boom in the equity market 
continue and should the supply of home 
mortgages continue as large as in the 
immediate past, it is probable that flex. 
ible neutrality wili give way to restraint 
with higher money rates and lower bond 
prices. In the long run, however, 
eliminating temporary cyclical fluctua. 
tions, the trend of money rates is not 


up, primarily because the supply of § 


funds for outlet in fixed-income-bearing 
obligations is very large and bound to 
increase. The available supply of such 
securities, while considerable, may not 
equal the demand unless the govern- 
ment increases the supply of long-term 
obligations. 


Equity Market Deceptive 


The movement of equity prices dur- 
ing the postwar period has also not per- 
formed according to previous standards. 
The market declined in 1946 to 1948 
although business activity in 1947 and 
1948 was at a high level. During the 
readjustment in 1953-54 the market rose 
rather sharply in spite of the decline 
in business activity, lower profit mar- 
gins of some companies and increase in 
unemployment. The market was appar- 
ently influenced by factors other than 
business activity. The trust officer will 
have to give increasing weight in the 
future to these newer factors, particu- 
larly since equities promise to play an 
even more important role in trust in- 
vestment. A_ reconsideration of the 
forces that influence equity prices, par- 
ticularly those that cannot be quantita- 
tively determined, such as the psychol- 
ogy of the people, will therefore have 
to take place. 


Some of the newer forces affecting 
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the market have already been discussed. 
Equity prices in 1953-54 reflected in- 
vestor acceptance of the fact inflation 
as a result of the war is permanent in 
character. Since equities represent tang- 
ible values, the increase in dollar valu- 
ation of tangible properties underlying 
equities is considered permanent in 
character and was bound to have an 
effect on prices. The widespread belief 
that a major depression is not in the 
making and that the business pattern 
after World War II will differ from 
previous postwar experience, has also 
affected equity prices. Other contribu- 
ting factors have been low money rates 
and high capital gains tax rates. Hence, 
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in the future the trust officer in timing 
his equity purchases will have to con- 
sider factors which in the past played 
only a minor role in the movement of 
prices. 


Taxation 


After every major war, Federal ex- 
penditures were drastically reduced, fol- 
lowed by a substantial reduction in tax 
rates. Since World War II the reduction 
in individual taxes has been moderate 
indeed. Normal and surtax rates of 
corporations are the highest in history 
and the only relief has been removal 


reduction of individual and corporate 
taxes in the near future is not likely. 
Defense expenditures will in all proba- 
bility remain high and foreign aid in 
one form or another will continue, pos- 
sibly at a lower level. The expensive 


‘farm support program will be main- 


tained. All these expenditures do not 
offer any immediate prospect of mate- 
rial reduction of the tax burden. 


This in turn means that tax-exempt 
securities are likely to play a more 
important role in trust investment even 
in smaller accounts. The supply will be 
large for quite some time since the 
pent-up and current demand for all 
kinds of public works is large and still 
growing. The revenue bond will play 
an even more important role. Because 
of the large supply of tax-exempts in 
prospect the rate, irrespective of the 
trend of interest rates, is likely to be 
satisfactory even to individuals in a 
lower bracket. 


After every major war the United 
States armies disbanded and 
military expenditures drastically _ re- 
duced. After World War II, however, 
the United States was forced to spend 
billions of dollars on national defense 
at home and to strengthen the econo- 
mies and military establishments of its 
allies. This does not seem to be a pass- 
ing phase and in all probability will 
continue for an indefinite period. Hence 
national defense will continue to play 
an important role in the economy. 


were 


Economic Trends 


The United States economy during 
the entire post-war period has been 
marked by great dynamism based on 
growth of population, huge research ex- 
penditures and large outlays by corpo- 
tations for plant and equipment. It 
leads to increased competition, a large 
number of failures and an accentuation 
of mergers. Management more than any- 
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thing else determines success or failure. 
The swings tend to be more moderate, 
to have a favorable effect on the divi- 
dend policy of some corporations. 


Conclusions 


Trust investment management must 
be adapted to rapidly changing ece- 
nomic, political and social conditions. 
Traditions and practices once consid- 
ered sound and proven may not be 
suitable today. Preservation of princi- 
pal, both as to dollar amount and as 
far as possible in purchasing power, 
is basic. The principle of maintaining 


the corpus intact in terms of money 
caused not only loss of half the real 
value since 1940 but also affected ad- 
versely the trust income because of 
low rates on prime fixed-income securi- 


* ties. 


The real problems before the trust 
officer and his committee are: 

1. To strike a balance between fixed- 
income-bearing securities and equities. 

2. The selection of industry groups 
and individual equities. 

3. Timing of purchases and sales. 

(Continued on page 141) 
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Without 
leaving your desk 


...you can deal with 
a primary market 


Wherever you are, our Bond Depart- 
ment provides complete telephone 
facilities for trading in treasury bills, 
notes and short term Governments. 
We are also major dealers in State 
and Municipal bonds. Experienced 
and well-informed Bond Officers will 
serve you. 

To keep up with market develop- 
ments, our Correspondent banks and 
customers receive our listings of pri- 
mary issues every Monday morning. 
If you are not on this mailing list, you 
should be. Simply write or phone our 
Bond Department. 


XY & Dp ba Opa Woes BF Be BD 


MEMBER FEDERAL DEPOSIT 
INSURANCE CORPORATIO 


SAINT LOUIS 1, MISSOURI 


New York Correspondent: 14 Wall Street 
Chicago Telephone to Bond Department: 
Dial 211, request Enterprise 8470 








DIVIDEND 
SHARES 


is a mutual investment fund offering 
investment in a diversified list of com- 
mon stocks selected for their investment 
quality and income possibilities. 

Send for a free copy of the booklet-pros- 
pectus by mailing this advertisement to 


CALVIN BULLOCK 


Established 1894 
ONE WALL STREET, NEW YORK 5 
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Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 
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Reference should be made to the introduc- 
tory article in July 1949 issue, outlining pur- 
poses of publication and considerations in 
selecting stock and cost-of-living averages, 
periods and in interpretation of data. 
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BALANCED FUNDS 
American Business Shares 





Axe-Houghton Fund “A” 
Axe-Houghton Fund “B” 
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Commonwealth Investment 
Eaton & Howard Balanced 
Fully Administered Fund (Group Securities) — 
General Investors Trust 
Investors Mutual 
Johnston Mutual Fund 
Nation-wide Securities* * 
Dreyfuss Fund**** (c) 
































George Putnam Fund 
Scudder Stevens & Clark 
Wellington Fund 
Whitehall Fund 














Wisconsin Investment*** 
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1/31/55 
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High 





65.0 
71.4 
88.1 
60.2 
73.5 
73.6 
69.4 
65.2 


$172.8 
$251.0 
$278.6 
$210.6 
$261.7 
$228.5 
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STOCK FUNDS 
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Broad Street Investing Corp. 
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Diversified Investment Fund, Inc.*** (c) 
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Eaton & Howard Stock 





Fidelity Fund 
Fundamental Investors 
Incorporated Investors 
Institutional Foundation Fund 
Investment Co. of America 
Knickerbocker Fund 
Loomis-Sayles Mutual Fund (c) — 
Massachusetts Investors Trust 
Mass. Investors Growth Stk. Fund ——__ 
Mutual Investment Fund (c) 
National Investors 
National Securities — Income*** (c) 
New England Fund (c) 
Selected American Shares 
Sovereign Investors 
State Street Investment Corp. 
Wall Street Investing Corp. 
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$196.7 

$21.1 
$133.9 
$190.2 
$223.1 
$173.4 
$262.6 
$295.4 
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Base index number of 100 is the offering price 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such date and the re- 


sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 


butions) divided by the 1939 base offering price. 
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Diversified Investment Fund, Inc. 


ee Manhattan Bond Fund, Inc. 





Diversified Growth Stock Fund, Inc. 


PROSPECTUSES AVAILABLE ON THESE MUTUAL FUNDS 


Cleveland 
Chicago 
Los Angeles 


San Francisco 





FROM YOUR LOCAL INVESTMENT DEALER, OR 


HUGH W. LONG AND COMPANY 


Incorporated 


Westminster at Parker, Elizabeth 3, New Jersey 
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AFFILIATED 
FUND 


A Common Stock Investment Fund 


Investment objectives of 

this Fund are long-term 

capital and income growth 
for its shareholders. 





BUSINESS SHARES 


A Balanced Investment Fund 


Company supervises a portfolio 
balanced between bonds and 
preferred stocks selected for 
stability, and common stocks 
selected for growth. 


< 


Prospectuses on request 


LORD, ABBETT & CO. 
63 Wall Street, New York 


CHICAGO 


ATLANTA LOS ANGELES 
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New Fund Combines Closed 
and Open-End Features 


Books have recently been closed on 
a heavily over-subscribed $25 million 
dollar offering of Axe Science and 
Electronics Corporation. Although 
shares will shortly become redeemable 
at 99% of liquidating value, there will 
be no continuous offering. Eschewing 
this latter more conventional type of 
mutual fund distribution as has been the 
case with several of the new Canadian 
domiciled investment companies as well 
as the older State Street Investment 
Corp., Axe intends to go a step farther 
and list its shares on a national securi- 
ties exchange. Shareholders have pre- 
emptive rights accorded them by Mary- 
land law. “A floor, but no ceiling” could 
well be the term used for this unique 
combination of open and closed-end in- 
vestment company features. 


The primary objective of the com- 
pany is long-term capital growth through 
investments expected to benefit materi- 
ally from new scientific developments, 
particularly those in the electronic and 
atomic fields. At the outset, the Com- 
pany does not intend to qualify as a 
regulated investment company but to the 
extent practicable, will reinvest earn- 
ings and capital gains. 





Investment Companies Hold 
Billion In Utilities 


A recent study of the National Asso- 
ciation of Investment Companies re- 
veals that 138 closed-end and open-end 
(mutual fund) investment companies 
held securities in 220 public utilities 
with a market value of $1,050,615,000. 
Of this total, common stock holdings of 
189 utilities were valued at $759.5 mil- 
lion, preferred stock investments in 131 
power and light and natural gas com- 
panies amounted to $196 million and 
bonds of 106 companies equaled $95 
million. One quarter of the investment 
companies reported holdings as_ of 
September 30, 1954, another quarter at 
the end of the year, while the balance 
listed investments during the interven- 
ing period. 

Gas transmission and _ distribution 
companies were included, but those en- 
gaged primarily in gas production were 
not covered. Holdings of electric power 
and light companies reached their peak 
almost a year ago, according to inde- 
pendent studies of portfolio holdings 
made by Trusts AND EstaTEs. Since 
the end of 1953, less new buying inter- 
est in these shares has been evinced by 
fund managers and during the last half 
of 1954, managements sold issues on 











-Doston Yund 





MASSACHUSETTS INVESTORS 
GROWTH STOCK FUND 





Massachusetts lnvestors Trust 





Century Shares [rust 





CANADA GENERAL FUND 


(1954) LIMITED 





The 
Bond Fund 


OF BOSTON 





NEW YORK 
61 Broadway 





A prospectus relating to the shares of any of these separate 
investment funds may be obtained from authorized dealers or 


VANCE, SANDERS & COMPANY 
111 DEVONSHIRE STREET 
BOSTON 


CHICAGO 
120 South LaSalle Street 


LOS ANGELES 
210 West Seventh Street 











over-all balance. Affiliated Fund was 
heavy seller on profit-sharing; during 
the last three months of 1954, Blue 
Ridge, Lehman Corporation, U. S. and 
International Securities, Fully Admin. 
istered Fund and the Common Stock 
Fund of Group Securities, General Capi. 
tal Corporation, Selected American 
Shares, Fidelity Fund and George Put. 
nam Fund decreased power and light 
shares. In its 1954 annual report, Fund. 
amental Investors noted that its twelve 
months’ “reduction in public utility 
stocks from 13.9% to 8.3% is signifi. 
cant. Many electric utility stocks dur. 
ing 1954 reached prices which seemed 
to capitalize both current and prospec. 
tive earning power very liberally.” 


The ten largest utility holdings by 
security types, with number of invest- 
ment companies holding each type of 
security, follow: 
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BONDS 

No. of $ value * 
Holders (in 000’s) 
American & Foreign Power_14 $ 9,514 
Tennessee Gas Transmission..15 9,328 
Western Union Tel. _.._...........14 5,358 
United Gas Corp. ___.... ee S| 4,837 
American Tel. & Tel. _._._____.12 3,281 
Michigan Consol. Gas _.......... 8 3,232 
Detroit Edison Co. __....... 8 2,624 
Columbia Gas System Inc... 6 2,361 
Southern Natural Gas Co._.12 2,337 
Texas Eastern Transmission... 4 2,165 

Total Bond Holdings 
of 106 Utility Companies $94,907 

PREFERRED STOCKS 

Tennessee Gas Transmission 14 $10,023 
Texas Eastern Transmission 17 9,736 
Pacific Gas & Electric _____. 24 8,801 
El Paso Natural Gas Co. _.. 17 7,519 
Pacific Lighting Corp. . AZ 5,774 
Himois Power Co... € 4,962 
Long Island Lighting Co... 9 4,727 
Public Service E&G __.... 11 4,180 
Transcont’] Gas Pipe 2 4,015 
Northern Natural Gas Co. _ 12 3,938 

Total Preferred Stock 
Holdings of 131 Utilities $196,169 

COMMON STOCKS 

American Tel. & Tel. 39 $32,289 
General Public Utilities __. 37 29,821 
United Gas Corp. _.............. 43 28,464 
Middle South Utilities 37 23,371 
Niagara Mohawk Power _.. 36 22,584 
American Gas and Electric. 32 21,105 
Central & South West Corp. 35 19,646 
Texas Utilities 28 19,641 
Southern Company 29 19,220 
Southern California Edison. 34 19,029 


Total Common Stock 
Holdings of 189 Utilities $759,539 


*In market values as stated in the latest avail- 
able financial reports of member companies. 
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(Continued from page 137) 


As regards bonds this is not as diffi- 
cult as in the case of equities. The 
movement of interest rates is influenced 
primarily by business activity and by 
supply and demand for capital. There 
js ample statistical information on both 
of these phases to enable the well-in- 
formed officer to formulate an opinion. 


As regards equities, the timing is 
perhaps more difficult now than before 
because experience since the war has 
demonstrated that the market does not 
forecast business activity in general nor 
do prices always reflect business condi- 
tions or earnings of individual com- 
panies. Since equities are likely to play 
in the future an even more important 
role in trust investments, the trust ofh- 
cer will be compelled to consider not 
only old and tested measuring rods but 
will also have to develop new ones. 


In some respects these changes have 
made the task of the investment officer 
more difficult; in perhaps the most im- 
portant aspect, however, they have 
made it easier. 


1) The economy has become more 
stable and wide swings in production 
and employment such as experienced in 
the past are not anticipated. While a 
free dynamic economy has its ups and 
downs, a major depression of the pro- 
portion of the 1930’s will be avoided. 


2) The economy is sound, its pro- 
ductive capacity is great, efficiency and 
productivity are rising, the economic 
security of the people is high and in- 
creasing, living standards are rising 
and the population is growing faster 
than thought possible a few years ago. 

3) The forces of inflation have run 
their course and there are no signs of 
serious deflationary pressures. 


4) The international political situa- 
tion, while still abnormal, has improved 
and the economic recovery of Western 
Europe has been remarkable. 


5) The longer-range outlook for the 
United States is favorable. A $500 bil- 
lion gross national product in 1965 is 
definitely within our potentialities. 


6) All these factors make it feasible 
to adopt longer-range investment poli- 
cies without fear of crises and violent 
fluctuations. It gives assurance that 
while securities are bound to fluctuate. 
a well-managed company will find a 
growing market for its products which 
will be reflected in its earnings. 
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Mutual Fund Assets 
Reach Six Billion 


Net assets of the 115 Mutual Fund 
open-end investment company members 
of the National Association of Invest- 
ment Companies amounted to $6,109,- 
390,000 on December 31, 1954. This 
represents a gain of nearly $2 billion 
over the previous year-end total, and is 
more than triple the $1,973,547,000 in 
assets reported at the end of 1949. 
Shareholder accounts increased during 
the year by 10.8 per cent to a total of 
1,703,846. This more than doubles the 
number of accounts outstanding five 
years ago. Combined assets of both 
closed-end and the open-end companies 
at the end of 1954 totaled $7,297,594.- 
000. 


Of the increase in mutual fund as- 
sets, $463 million represents net sales 


to investors, i.e. gross sales of $863 
million less repurchases of $399 million 
from redeeming shareholders. (In 1953 
the respective totals were $672 million 
and $239 million for a net sale of $433 
million.) The remaining increase of 
approximately $114 billion represents 
market appreciation in security hold- 
ings. Realized security profits for 1954 
were double those of the preceding 
years $64 million. It might be esti- 
mated that about ten per cent of the 
reported gross sales are attributable to 
reinvestment of a part of these distribu- 
tions from security profits along with 
a portion of regular income dividends. 
Approximately another 10% represents 
regular investments under periodic ac- 
cumulation plans of various types. 
Gross sales and repurchases for the 
years 1953 and 1954, as reported by 
the National Association of Investment 
Companies, follow: 








1954 1953 
Sales Repurchases Sales Repurchases 
(000 omitted) 
OO I iiiecinieniaitarins $190,623 $ 86,693 $199,926 $ 67,461 
2nd quarter —..___. 184,500 107,000 159,639 63,942 
ara quarter... 217,100 107,300 152,072 50,540 
ath quarter 270,594 98,709 160,368 56,835 
TOTAL _____.... $862,817 $399,702 $672,005 $238,778 





aims of your trusts and estates. 


FOR YOUR BENEFIT— 
OUR INVESTMENT EXPERIENCE 


You know the importance of sound judgment in 
solving any problem wisely. You know too that this 
comes only after years of training and practice. 


A wise decision about investments for the trusts or 
estates you direct also demands this factor of sound 
judgment. Why not let us supplement your knowl- 
edge? Why not let us save you hours of precious time? 
Call on the services of our Investment Advisory Com- 
mittee, a group of men with many years of experience 
in dealing with all sorts of investors’ problems. You 
can avail yourself of their familiarity with the gamut 
of securities, from AAA bonds and tax exempts 
through convertibles to growth common stocks, in 
selecting the combination of issues best suited to the 


You can take advantage of this service immediately, 
without cost or obligation on your part. Write today 
for free booklet describing this committee fully. 










THE 
INVESTMENT ADVISORY 
COMMITTEE 


= 2 ROTHSCHILD & Co 





Write today for your copy of our 
pamphlet, telling you more of our 
Investment Advisory Service. 








L. F. ROTHSCHILD & Co. 











BOSTON ° CHICAGO ° 


ESTABLISHED 1899 
Member 
N.Y. Stock Exchange, American Stock Exchange and other leading Exchanges 
120 BROADWAY. NEW YORK 5, N. Y. 
TEL: — RECTOR 2-4600 


ROCHESTER @¢ MONTREAL 








141 


















































This announcement is neither an offer to sell nor a solicitation of an offer to buy any 
of these Shares. The offer is made only by the Prospectus. 
4,380,683 Shares 
G l Motors C ti 

Common Stock \\ 
($5 Par Value) Bal 
Rights, evidenced by subscription warrants, to subscribe for these shares are being = 
issued by the Corporation to the holders of its Common Stock, which rights will dey 
expire at 6:00 P.M., Eastern Standard Time, on March 7, 1955, as more fully set spr 
forth in the Prospectus. res 
dot 
sm 
—" . det 
Subscription Price $75 a Share : 
an 
‘ sm 
The several underwriters may offer shares of Common Stock at prices not less than ha 
the Subscription Price set forth above (less, in the case of sales to dealers, the con- ha 

cession allowed to dealers) and not more than either the last sale or current offering 
price on the New York Stock Exchange, whichever is greater, plus an amount equal tru 
to the applicable New York Stock Exchange Commission. the 
cle 
in 
pl 
by 
Copies of the Prospectus may be obtained from only such of the it 

undersigned as may legally offer these Shares in compliance 
with the securities laws of the respective States. 0 
it 
th 
V 
MORGAN STANLEY & CO. be 
A 
DILLON, READ & CO. INC. THE FIRST BOSTON CORPORATION KUHN, LOEB & CO. ) 
a 
BLYTH & CoO., INC. GOLDMAN, SACHS & CO. HARRIMAN RIPLEY & CO. c 
Incorporated a 
KIDDER, PEABODY & CoO. LAZARD FRERES & Co. LEHMAN BROTHERS 4 
MERRILL LYNCH, PIERCE, FENNER & BEANE SMITH, BARNEY & CO. ’ 
STONE & WEBSTER SECURITIES CORPORATION UNION SECURITIES CORPORATION 
( 
WHITE, WELD & CO. DREXEL & CO. HORNBLOWER & WEEKS ) 
U 
PAINE, WEBBER, JACKSON & CURTIS SALOMON BROS. & HUTZLER 
WERTHEIM & CO. DEAN WITTER & CO. 
( 
( 
February 9, 1955. 
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The Bank Fiduciary Fund 


New York Plan Sets Precedent for Nationwide Advance in Trust 
Investment Facilities for Smaller Departments 


CHARLES W. BUEK 


Vice President, United States Trust Company of New York 


HEN OUR COMMITTEE OF THE 
Wim Division, New York State 
Bankers Association, began work on a 
mutual fund for use in the smaller trust 
departments, we were not sure how wide- 
spread the need might be, or how much 
resistance we would meet. Today, any 
doubt has been removed. There is a 
small trust problem everywhere, and the 
determination to solve it is universal. 


Our campaign to improve the scope 
and quality of investment service in 
small trusts and small trust departments 
has been a popular undertaking. We 
have had the active assistance of many 
trustmen, of course, but also the help of 
the Surrogates’ Association, Bar Asso- 
ciations, and of supervisory authorities 
in both Albany and Washington. This 
plan — which will make its debut May 1 
—has not, we feel certain, been opposed 
by any one who took the time to think 
it through. 


It makes no attempt to perpetuate the 
practices and habits of the past. Where 
it differs from the old way of doing 
things, we are going to change our ways. 
Where it goes beyond familiar legal 
boundaries, we have changed the law. 
As a result, the fund is especially tail- 
ored to the modern needs of the banks 
and should serve a wide variety of fidu- 
tiary purposes. It is mechanically simple 
and only philosophically complex. 


A Common Investment Department 


You may have heard our fund de- 
scribed, rather inaccurately, as the 
“Poor Man’s Common Trust Fund.” We 
intend it rather to pick up where the 
common trust fund has left off. In New 
York State, not one bank in ten has set 
up a common trust fund. There may be 
a handful of banks, of which my own 
U. S. Trust Company is one, which still 
believe that they can afford the luxury 
of separate investment and supervision 
of small trusts. But the great majority 
—_—_. 


From address before 36th Mid-Winter Trust 
Conference, Feb. 7, 1955. 


Fepruary 1955 


of the banks could make good use of 
common trust funds if only they had a 
sufficient number of suitable trusts to 
justify the mechanics involved. With a 
few exceptions, the common trust fund 
has proved to be an instrument for use 
by banks with a relatively large volume 
of trust business. The Bank Fiduciary 
Fund, therefore, will be the common 
trust fund for nine banks out of ten. 


The fund will serve another purpose 
for which the common trust fund was 
never intended. In New York State, two- 
thirds of the banks in the Trust Division 
have no separate and specialized invest- 
ment department, and some have no full- 
time investment man. There can be no 
thought of a common trust fund if there 
is inadequate personnel to manage it. 
There is no point in putting all your 
trusts in one basket if there is no one 
to watch the basket. How large must a 
trust department be to afford specialized 
investment personnel? The Pennsylvania 
Bankers Association put the minimum 
size at around $5-million. Most of the 
trust departments in every state are well 
under that figure. 


Method of Supervision and 
Participation 


The Bank Fiduciary Fund is an open- 
end mutual fund described, in Chapter 
619 of New York Laws of 1954, as a 
mutual trust investment company, a 
phrase we coined for the purpose. A 
mutual trust investment company has 
three distinguishing characteristics: 

1. Its shares may be held only by 
banks serving in a fiduciary capacity 


as trustee, executor, guardian, or com- 
mittee. 

2. Its portfolio is limited to in- 
vestments which are legal for trustees 
in the State of New York. This means 
that it will be restricted by the present 
law to 35 per cent in common stocks. 

3. It will be examined and regu- 
lated by the State Banking Depart- 
ment. 


This Fund will be run by a board of 


eleven trustmen, serving without com- 


pensation, at least one of whom must 
come from each of the nine banking dis- 
tricts of the state, a geographical diver- 
sification particularly commented on by 
the Federal Reserve Board. The directors 
will employ one qualified bank or trust 
company, on a package contract basis, 
to serve as custodian, investment ad- 
viser, and corporate trustee. The fee of 
the custodian bank will be deducted from 
portfolio income before it is distributed 
to stockholders. This means that the cost 
of the plan is borne by the life benefici- 
aries of the participating trusts. That is 
another matter of policy on which we 
thought long and hard. 


Shares in the fund will be issued to 
participating banks, and will be regis- 
tered in the names of the banks’ nomin- 
ees, not in the names of the trusts. This 
will reduce the number of registered 
holders from many thousands to less 
than 200 and is an important economy. 

Up to that point, the Bank Fiduciary 
Fund will look like an open-end mutual 
fund. From there on, it will act much 
more like a common trust fund. Partici- 
pations are limited by law to $100,000 
per trust. Valuations will be made quar- 
terly, beginning May 1, deliberately 
avoiding the busy calendar year quar- 
ters. A trust desiring to enter or leave 
the fund will have to wait for the next 
quarterly valuation date. 


The fund may not be used by any 
bank operating a legal common trust 
fund. This not only confines its use to 
banks which need it, but also avoids the 
problem of what to do about a trust 
which might have a full $100,000 parti- 
cipation in a common trust fund and 
also desires an additional participation 
in the Bank Fiduciary Fund. 


Variety of Uses and Advantages 


Unit value of the shares will start at 
$100, a handy size for the reinvestment 
of mortgage amortization payments and 
small enough to fit readily into guard- 
ianships and veterans committeeships. 
They will be useful in small inter-vivos 
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AMERICAN GAS 
AND ELECTRIC COMPANY 
a 
Common Stock Dividend 


0 A esuler quarterly dividend of 
forty-five cents ($.45) per share on 
the Common capital stock of the Company 
issued and outstanding in the hands of the 
public has been declared payable March 
10, 1955, to the holders of record at the 
close of business February 10, 1955. 


W. J. ROSE, Secretary 





January 26, 1955. 























SOCONY—VACUUM 
OIL COMPANY 


INCORPORATED 


Dividend 
No. 176 


January 
25, 1955 





The Board of Directors today 
declared a quarterly dividend of 
50¢ per share on the outstand- 
ing capital stock of this Com- 
pany, payable March 10, 1955, 
to stockholders of record at the 
close of business February 4, 
1955. 


W. D. BickHam, Secretary 














y] 
SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 64 


A dividend of 40 cents 
per share has been declared 
on the Common Stock of 
Southern Natural Gas Com- 
pany, payable March 12, 
1955 to stockholders of rec- 
ord at the close of business 
on February 28, 1955. 


H. D. McHENRY, 
€) Vice President and Secretary 


Dated: January 27, 1955. 




















THE FLINTKOTE COMPANY 


30 ROCKEFELLER 
PLAZA 


NEW YORK 20, 
N.Y. 





A quarterly dividend of $1.00 per 
share has been declared on the 
$4Cumulative PreferredStock 
payable March 15, 1955, to stock- 
holders of record at the close of busi- 
ness March 1, 1955. 

A quarterly dividend of $.60 per 
share has been declared on the 
Common Stock payable March 
10, 1955, to stockholders of record at 
the close of business Feb. 24, 1955. 


CLIFTON W. GREGG, 
4 Vice-President and Treasurer 


Feb. 2, 1955 “= 















































































trusts for younger men and others mak- 
ing a start on an estate planning pro- 
gram. They may be helpful in small 
profit-sharing trusts. Although limited to 
New York legal investments, the shares 
will be appropriate for many discretion- 
ary trusts. Shares in the Bank Fiduciary 
Fund are, of course, to be used for bona 
fide fiduciary purposes only. It cannot 
be used by individuals for temporary in- 
vestment purposes under the guise of 
trusts. 


The plan itself was more or less agreed 
upon in New York State nearly two 
years ago. Since that time, we have been 
considering the basic questions of policy 
which it raises and the philosophical 
complexities. For example, you may 
wonder why we have to form a company, 
instead of some more informal associa- 
tion or cooperative effort. Informal 
arrangements lead to confusion as to the 
distribution of responsibility among the 
participants, and complicate the prob- 
lem of fairly allocating the costs and 
earnings of the undertaking. A corpora- 
tion has these three advantages: 


1. The mutual trust investment 
company draws a clear line between 
the responsibilities of the company and 
of the bank fiduciaries. The company 
segregates investment duties from all 
other responsibilities. The small banks 
need no help in their personal rela- 
tionship with their customers. 

2. An investment company carries 
with it the tax exemption which is a 
prerequisite to any solution of the 
problem. Trust beneficiaries cannot be 
subjected to double taxation. An in- 
vestment company which distributes 
95 per cent or more of its income is 
not subject to federal taxes. 


3. The limited expenses of the cor- 
poration will be borne only by the 
trust benefitting from participation 
in it. Other less formal methods of 
association present problems of cost 
accounting, which might lead to an 
inequitable distribution of expenses 
within the fund or in trust depart- 
ments outside. 


Financial Responsibility 


The matter of the segregation of re- 
sponsibilities raises two questions: 1) 
To whom is the company accountable? 
and 2) What are the responsibilities of 
all parties concerned? One lawyer we 
talked to put it more simply: “Just tell 
me one thing. Whom do I surcharge?” 
The Bank Fiduciary Fund is not ac- 
countable to the court, only to the regis- 
tered stockholders, the participating 
banks themselves. It will be examined 
annually by the State Banking Depart- 
ment, much in the manner of a trust 
department or a common trust fund. The 
Department will verify the legality of the 


investments in the portfolio, but it will 
not undertake to recommend or criticize 
particular investments or endorse the 
portfolio as a whole. 


The Bank Fiduciary Fund as such js 
not subject to surcharge, for it is merely 
offering its stock for sale. It cannot be 
held liable, any more than General 
Motors Corporation can be held liable, 
if a trustee makes an improper invest. 
ment in its shares. You will agree that 
trustmen serving for terms of years on 
the board, without compensation and as 
a public service, should not be made 
subject to surcharge personally or as a 
group, except in case of wilful negli- 
gence or misconduct. 


Furthermore, the fund itself cannot 
be subject to surcharge for an act in. 
volving a participating trust, for that 
would throw the burden of a surcharge 





IBM INTERNATIONAL BUSINESS 
MACHINES CORPORATION 


TRADE-MARK 500 Madison Ave., New York 22 


The 160th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
Payable March 10, 1955, to stockholders of 
record at the close of business on February 17, 
1955. Transfer books will not be closed. Checks 
prepared on IBM Electric Punched Card 
Accounting Machines will be mailed. 
A. & WILLIAMS, 

Executive Vice President & Treasurer 

January 18, 1955 























Amenican-Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable March 1, 1955 to 
stockholders of record at the close of 
business on February 23, 1955. 

A quarterly dividend of 32 cents per 
share on the Common Stock has been 
declared, payable March 24, 1955 to 
stockholders of record at the close of 
business on February 23, 1955. 
AMERICAN RADIATOR & STANDARD 

SANITARY CORPORATION 


FRANK J. BERBERICH 
Secretary 


















THE TEXAS COMPANY 
210th 


Consecutive Dividend 








A regular quarterly dividend of 
seventy-five cents (75¢) per share 
on the Capital Stock of the Com- 
pany has been declared this day, 
payable on March 10, 1955, to stock- 
holders of record at the close of 
business on February 4, 1955. 
The stock transfer books will re- 
main open. 
S. T. CrossLaANnD 


January 28, 1955 Vice President & Treasurer 
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on the principal of the other trusts in 
the fund. Finally, the investment com- 
pany cannot itself answer financially, for 
it will have no capital, no surplus, and 
no accumulated reserves. 


Is this absence of surchargeability a 
weakness? What occasion for surcharge 
can there be, in a fund invested in legal 
investments under the scrutiny of the 
Superintendent of Banks, and reviewed 
at regular intervals by a board of trust- 
men advised by one of the most qualified 
banks in the state? Surely this well di- 
versified fund will afford its participants 
better protection from the uncertainties 
of business and the markets than they 
now have, invested separately and in 
small amounts. 

If we can eliminate the cause of losses 
in the management of funds, there will 
be no need for the bitter medicine of 
surcharge. Furthermore, most of the 
losses which occur in trust accounts are 








TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 50 cents per share on the 10,020,000 
shares of the Company’s capital stock out- 
standing and entitled to receive dividends, 
payable March 15, 1955, to stockholders of 
record at the close of business February 
24, 1955. 


E. F. VANDERSTUCKEN, JR., 
Secretary. 








COMMON STOCK 
DIVIDEND 





The Board of Directors of Central 
and South West Corporation at its 
meeting held on January 19, 1955, 
declared a regular quarterly divi- 
dend of thirty-three cents (33c) 
per share on the Corporation’s 
Common Stock. This dividend is 
payable February 28, 1955, to 
stockholders of record January 31, 
1955. 
LEROY J. SCHEUERMAN, 
Secretary 


CENTRAL AND SOUTH WEST 


CORPORATION 
Wilmington, Delaware 
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Quarterly dividend No. 136 of 
Seventy-five Cents ($.75) per 
share has been declared on 
the Common Stock of Allied 
Chemical & Dye Corporation, 
payable March 10, 1955 to 
stockholders of record at the 
close of business February 11, 
1955. 

W. C. KING, Secretary 


January 25, 1955. 
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not caused by any negligence or im- 
proper action; and the law affords no 
protection against them. To that extent, 
the Bank Fiduciary Fund provides addi- 
tional safeguards not now afforded even 
by the courts. Although the fund is not 
subject to surcharge, the individual bank 
is not relieved of all responsibility. The 
statute reads, in Section 552, as follows: 


Accountability. A mutual trust in- 
vestment company shall not be re- 
sponsible for ascertaining the invest- 
ment powers of any fiduciary who 
may purchase its stock or shares and 
shall not be liable for accepting funds 
from a fiduciary in violation of the 
restrictions in any will, deed, or other 
instrument in the absence of actual 
knowledge of such violation, and shall 
be accountable only to the fiduciaries 
who are the owners of its stocks or 
shares. 

This means that the bank which parti- 
cipates in the fund risks surcharge if 
such action is improper. Furthermore, 
it is conceivable that liability will result 
if it incur an inordinate sacrifice of prin- 
cipal or income in order to participate 
and the appropriate court finds that such 
action was not prudent. 


Question of Delegation 


You will recognize that a bank which 
participates in the fund has delegated 
some of its duties as trustee to the direc- 
tors of the Bank Fiduciary Fund. There 
is no statute against delegation in New 
York State, but there are cases which 
hold that in certain instances it may be 
improper. We disposed of the legal prob- 
lems readily, by adding this section to 
our statute: 


Shares legal investments for fidu- 
ciaries. An eligible fiduciary or fidu- 
ciaries may invest or reinvest moneys 
held in a fiduciary capacity in shares 
of a mutual trust investment com- 
pany except where the instrument or 
the order, decree, or judgment under 
which such moneys are held prohibits 
such investment, provided, however, 
the net aggregate amount of moneys 
of any estate, trust, or fund invested 
in shares of such mutual trust in- 
vestment company shall not at any 
time exceed one hundred thousand dol- 
lars or such lesser sum as may be 
fixed as the maximum amount per- 
mitted by such rules and regulations 
as may be promulgated by the banking 
board. Such shares shall be treated in 
the same manner as investments in a 
legal common trust fund in applying 
the limitations of subdivision one, 
paragraph (m) of section twenty-one 
of the personal property law. 


There remained the question of 
whether we were right in doing it. It has 
been a cardinal rule in the trust business 
that a trustee may not delegate his dis- 
cretionary duties. There was always the 
fear that another person would do some- 






Union CarBIDE 


AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable Mar. 2, 
1955 to stockholders of record at 
the close of business Feb. 4, 1955. 


KENNETH H. HANNAN, 


Vice-President and Secretary 














a 


YALE & TOWNE 


DECLARES 268th DIVIDEND 








50¢ PER SHARE 


On Jan. 27, 1955, 
dividend 

No. 268 of 

fifty cents (50¢) 
per share was 
declared by the Board 
of Directors out 
of past earnings, | 
payable on 
April 1, 1955, tof 
stockholders of record 
at the close of business 
Mar. 17, 1955. 


F. DUNNING 


Executive Vice-President and Secretary 


THE YALE & TOWNE MFc. co. 


Cash dividends paid in every year since 1899} 
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3 Southern California 
3 Edison Company 


§ DIVIDENDS 


+4 CUMULATIVE PREFERRED STOCK 
¢ 4.08% SERIES 
b4 DIVIDEND NO. 20 


» 4 CUMULATIVE PREFERRED STOCK 
b 4 4.88°% SERIES 
» 4 DIVIDEND NO. 29 


4 The Board of Directors has 
authorized the payment of the 
4 following quarterly dividends: 
¢ 254 cents per share on the 
44 Cumulative Preferred Stock, 
§ 4.08% Series; 

¢ 3014 cents per share on the 
? Cumulative Preferred Stock, 
{4.88% Series. 

: The above dividends are pay- 
¢ payable February 28, 1955, to 
)4§ stockholders of record Febru- 
4 ary 5. Checks will be mailed 
¢ from the Company's office in 
§ Los Angeles, February 28. 


P.C, HALE, Treasurer 


™ 
- +=*.*e 222 


oY = January 21, 1955 








eee SS SS GGG 2tteF 

















145 



















































thing improper or careless, or would fail 
to do something, and that the trustee 
would be held responsibile. We see in 
the Bank Fiduciary Fund no plausible 
possibility of negligence or impropriety. 
Examined annually by the Superinten- 
dent of Banks and reviewed at regular 
intervals by a board of trustmen, it will 
also be under the constant surveillance 
of a top-level trust department. Its in- 
vestments will be New York legals. As 
we see it, and as the authorities have 
seen it, the individual bank is not dele- 
gating duties, it is making an investment. 


Calling on investment specialists is 
going to cost money; and the next ques- 
tion is “Who is to pay the additional 
cost; the bank or the customer?” At first 
we considered having the participating 
banks pay the bill, on the grounds that 
they were asking for this investment 
help. That is unrealistic and, on careful 
analysis, unsound. 


* The money for this additional invest- 
ment assistance is simply not available 
in the small trust departments. Many of 
them are in the red, and many more just 
about breaking even. Their trust funds 
are not lying idle; they are fully invested 
now, perhaps somewhat heavily in gov- 
ernment bonds. The use of common 
stocks is limited, and diversification is a 
problem. 


Who Pays the Cost? 


Investment information now is gath- 
ered from correspondent banks, brokers, 
and published services, sometimes sup- 
plemented by an advisory service on a 
fee basis. Although the final investment 





product does not satisfy the banks them- 
selves, it is doubtful whether they would 
be willing to share their meager trustees’ 
commissions for the sake of diversifica- 
tion and top-level investment judgment. 
They would be more likely to bump 
along with Savings Bonds. 


There is one overriding reason for 
having the customer pay the cost of this 
undertaking. It is the customer who 
benefits from greater stability of income 
and wide diversification of investment 
risk. 


The present fee schedule in New York 
State is the same for every bank, large 
or small. This suggests that the cost of 
investment management is the same in 
all banks, regardless of their size. 
Nothing could be further from the truth. 
Trust administration and _ particularly 
investment management are perfect ex- 
amples of the law of diminishing costs. 
It costs no more for a railroad analyst 
to supervise $10-million than $10,000. 
It costs the same to talk half an hour 
with a beneficiary, whether discussing 
a large sum of money oF a small one. 


When we set one fee schedule for all 
banks, we pretend that trust administra- 
tion costs the same at retail as it does at 
wholesale, and that is not so. We may 
never have a fee schedule which fully 
reflects these differences; but in charg- 
ing the expenses of the Bank Fiduciary 
Fund to the beneficiary, we are taking a 
small step in the right direction. 


Spreading the Benefits — and 
Opportunities 


One other question gave us real con- 

















TO SERVE YOU 







at many other points. 





ROYAL 


IN CANADA 


We are always ready to act as 
Agent to Executors of Estates with 
assets requiring administration or 
transmission anywhere in Canada, 
. through our fifteen Branches— 
with Agencies or correspondents 


Assets under Administration exceed 
$1,150,000,000 


THE 


COMPANY 
OFFICES ACROSS CANADA FROM COAST TO COAST 


ST. JOHN'S, NFLD. 
CHARLOTTETOWN, P.E.l. 
HALIFAX, N.S. 

SAINT JOHN, N.B. 
QUEBEC, QUE. 
MONTREAL, QUE. 
OTTAWA, ONT. 
TORONTO, ONT. 
LONDON, ONT. 
HAMILTON, ONT. 
WINNIPEG, MAN. 
CALGARY, ALTA. 
EDMONTON, ALTA. 
VANCOUVER, B.C. 
VICTORIA, B.C. 
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cern. What are the small banks doing ip 
the trust business if they cannot equip 
themselves to handle it; and conversely, 
why have so many representatives of the 
big banks worked three years developing 
a fund in which none of them expects 
ever to participate? That seemed to 
bother the supervisory authorities who, 
it seemed to us, looked at us with some 
suspicion until they were convinced that 
our motives were honorable and we were 
really proposing marriage. The points 
we made were these: 


1. We propose to improve the qual. 
ity of investment service in nine banks 
out of ten. Anything which benefits 
so many banks must benefit the trust 
business in general. 


2. Trust administration is a very 
local and personal thing. We believe 
that the small banks ‘can do it better 
for their local customers than a few 
large banks or a central agency. This 
does not mean wealthy individuals 
will not continue to go anywhere in 
the state or in the nation for the man. 
agement they prefer. 


3. We do not agree that the ad- 
ministration of small amounts of 
money is necessarily unprofitable. 
Only in the trust field has that premise 
been accepted. Commercial banks have 
special checking accounts and small 
loan departments. Savings banks will 
open an account with $5. Insurance 
companies will enter into a lifelong 
relationship with a policyholder in the 
amount of $1,000 or so. Mutual funds 
have become a major factor, and a 
profitable one, in the investment field, 
although participations average less 
than $3,000. 


Only in the trust field is the break: 
even point out of reach of the man of 
average means. Some banks estimate 
that they break even on a $50,000 trust. 
In other industries, it has been proven 
that the most money is to be made from 
products and services attractive to the 
average man. This may not be entirely 
true of the trust field. But surely we can- 
not rest on our oars until we have tried 
every modern technique which others 
have developed or which our own in- 
genuity can devise. The mutual trust in- 
vestment company is a technique which 
borrows freely from the successful ex- 
perience of other fields of finance. 





If we had any doubt that we were 
right in this undertaking, the reception 
which we received has dispelled it. Im- 
proving the condition of the small trust 
and the small trust department is 4 
popular cause. So many people have 
helped us, and so many responsible au- 
thorities have granted their approval, 
we have been reminded of the saying 
“There is nothing in this world so pow- 
erful as an idea whose time has come.” 


TRUSTS AND ESTATES 
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Bonds 


The Chase offers trust officers and others acting in 
fiduciary capacities a well rounded service in this 
type of investment. Inquiries will receive the per- 


sonal attention of experienced officers. 


Bond Department 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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HE INVESTMENT ASPECTS OF TRUSTEE 

management always evoke major 
interest among trustmen and the brisk 
panel discussion of this topic at the Mid- 
Winter Trust Conference on February 7 
was no exception. The panel was directed 
by Richard P. Chapman, president, The 
Merchants National Bank of Boston, who 
was assisted by F. W. Elliott Farr, vice 
president, Girard Trust Corn Exchange 
Bank, Philadelphia; Burton A. Miller, 
vice president, The National City Bank 
of Cleveland; Ragnar D. Naess, Naess 
and Thomas, New York City; and Mich- 
ael Pescatello, investment advisory off- 
cer, The First National Bank of New 
York. 


The principal question in the trust in- 
vestment officer’s mind at this point is: 
where do we go from here as regards 
the stock market and the place of stocks 
in our accounts? And the broad answer, 
as developed by the panel, is that cur- 
rent stock prices should not necessarily 
preclude purchase in new accounts or in- 
fluence automatic or arbitrary cutbacks 
in established positions but the consen- 





For complete 
fiduciary service 
in 


Minnesota... 





FIRST vavionat 


BANK OF MINNEAPOLIS 


115 South 5th Street 
Minneapolis 2, Minn. 








INVESTMENT PANEL ACCENTS CONSERVATISM 


sus has undoubtedly swung to the side 
of conservatism in selection and percen- 
tage composition of the portfolio. The 
reactions of three members from the 
trust field sounded just a shade more 
cautious than those of Mr. Naess who 
felt that if a stock were not overpriced 
on a normal long term basis it could be 
bought, inasmuch as he foresaw no 
major roadblocks in 1955. 


Another point noted in the discussion 
was that, while a balanced position is 
indicated, consideration of investment 
alternatives makes inclusion of equities 
attractive, the degree depending upon 
individual conditions. Current sugges- 
tions for new cash accounts ranged from 
33% to 45%, with unanimous desire 
for “elbow room” for increased commit- 
ments if prices decline. In existing ac- 
counts where appreciation has raised the 
stock percentage appreciably, both 
Messrs. Miller and Pescatello felt loath 
to cut back sharply but might be in- 
clined to come down to slightly above 
50%. Mr. Farr cited the tax barrier to 
registering profits but advocated a close 
look at review dates with the thought of 
making advantageous switches into rev- 
enue bonds with minimum income 
shrinkage. Mr. Naess felt that this action 
was only indicated if yields were down 
around 314% or under, as compared 
with the current 4.25% average on the 
D-J industrials. 


Investment Worth of Equities 
Demonstrated 


It was agreed that common stock in- 
vestment has proven its worth in rela- 
tion to other economic indices over the 
past 20 years in yield, earnings and price 
performance. The group has outstripped 


fixed income investments on all counts, 
As to converting a portion of equity 
position into the fixed income area, Mr, 
Miller held that it might be indicated in 
spots because stocks cannot now be 
bought “with your eyes closed,” while 
Mr. Farr said his institution had no such 
policy but that the present yield of 
3.25% on DuPont common against 
3.75% on the preferred might logically 
motivate action upward. 


The panel decided that stepping down 
in class for better return was not worth 
the risk involved and, in this connection. 
Mr. Farr pointed out that market action 
clearly showed that other institutions 
have been doing so whether trustees have 
or have not played “follow the leader.” 


In discussing the outlook for invest- 
ment grade equities, the element of care- 
ful selectivity was stressed at current 
levels. Although a decline in business 
volume might bring lower prices, Mr. 
Naess considered 1955 safe, barring out- 
break of war. Mr. Farr voiced a mild 
dissent about the developing “New Era” 
outlook in the face of 314 years of de- 
clining corporation earnings against a 
backdrop of rising stock prices and 
noted that we could have a high GNP 
with thin profit margins. 


The members assigned the greatest 
value in selection to good management, 
which is more meaningful than an ar- 
bitrary grouping into growth or defen- 
sive categories. The panelists are not 
especially concerned over the possibility 
of reenactment of an excess profits tax, 
except in case of war, and they are not 
necessarily convinced that the rise of 
around 120 points in the D-J industrials 
since its repeal is due primarily to that 
action. 
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The Panel on Investments 


The 1955-56 outlook for long-term in- 
rest rates is on the side of some firm- 
ing, perhaps in the neighborhood of 10 
basis points, but no marked tightening 
in‘money is in the offing. In the fixed 
income portfolio, mortgages have lim- 
ited appeal varying with local condi- 
tions, availability, servicing details and 
dificulty in reinvesting amortization 


up of favorite industrial groupings and 
commentaries thereon, together with 
some selected stocks, as follows: oils, 
public utilities, paper, rubber, machin- 
ery and equipment, building, chemical, 
electronics, food, insurance and bank 
stocks, steels and motors. Commentaries 
on selected industries were summarized 
as follows: 


payments. Where they are to be had at 
attractive rates in sufficient amount, how- 
ever, they are an acceptable medium but 
more costly to handle. Revenue bonds 
were regarded as the best values in the 
bond group, along with the Government- 
suaranteed Housing Bonds. The former 
sroup, it was pointed out, covers a wide 
range of ratings and must be carefully 
screened, particularly in the construction 
project category. Here the trustee must 
be alert to avoid later headaches and 
possible surcharge because of the flood 
of new offerings influenced by earlier 
successful experience. 

The preferred stock group reflected 
its usual relatively neglected position as 
provider of increased income for lower 
bracket accounts up to 10-20% of the 
total or where they could profitably re- 
place an overpriced equity, although 
Mr. Pescatello offered a dissent in that 
the spread was not enough to compen- 
sate in most cases for the advantages 
iflered by commons. 


Selected Equity Suggestions 


The grand finale comprised a round- 





Paper—Increasing demand provides 
growth factor, less foreign competi- 
tion, good current financial position. 


Electronics — Companies with 
growth potential such as General 
Electric, Westinghouse, Sprague, Mc- 
Graw, Consolidated Engineering and 
Beckman Instruments. 


Railroads—Atchison and Union Pa- 
cific. 


Steels—More stable than in the 
past, true earnings on cash flow sub- 
stantial, good return. 


Banks—Long-term but slow growth 
for these stocks makes them good 
medium for defensive commitment. 


Oils — Integrated companies with 
foreign interests, susceptible of 
growth rate of around 7% vs. domes- 
tic 3%, compensate for added risk. 


Utilities—Electric companies (plus 
Am. Tel.) primarily located in South- 
ern and Southwestern rapid growth 
areas. 

Tobaccos—Group as a whole under- 
valued 50-60% below pre-scare nor- 
mal. If in account may be kept but 
should probably not be aggressively 
bought yet. The account objective 
should be determined and if specula- 
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tion to be avoided, switch to steels 
or rails. 


The specific additional stocks regard- 
ed as suitable for trustee investment 
which are not considered presently over- 


valued are: 


Aluminium Ltd. 
Amerada 
Bethlehem Steel 
Continental Can 
Cutler Hammer National Lead 
DuPont Philadelphia Elec. 
Fidelity-Phenix Ins. Roehm & Haass 


Int’l. Harvester 
International Paper 
Johns-Manville 
National Dairy 


First Nat. Bank Shell Oil 
of Boston Socony-Vacuum 
Goodrich Union Carbide 
Inland Steel Youngstown Sheet 
A- A. Dd 
AUTOMATION BEST FRIEND 


Automation, a word which often strikes 
fear in the heart of the American fac- 
tory employee, actually describes the 
worker’s best friend, the National Asso- 
ciation of Manufacturers points out in 
a 24-page two-color booklet, Calling All 
Jobs, released in January. It stresses the 
fact that industrial machinery has un- 
dergone a continuous process of improve- 
ment, more. pronounced in the past 70 
years, and uses historical examples to 
show that every improvement of the 
machine age which has increased pro- 
ductivity has increased the total number 
of jobs. 
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1955 1954 1954 1954-55 1951-53 1946-50 1941-45 1931-40 1919-1980 th 
—— End of Month —— Range for Period ac 
1. U.S. Government Yields th 
8-Year Taxable Treas. G 1.95 1.79 1.88 2.00-1.35 2.80-1.68  1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. —........ % 2.32 2.18 2.09 2.36-1.75 3.00-1.76  1.87-1.06 1.70-1.24 (a) (a) (a) 0) 
10-Year Taxable Treas. _......... .s % 2.59 2.51 2.37 2.59-2.33 3.16-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) d 
Y%s, 9/15/72-67 % 2.66 2.58 2.61 2.71-2.42 3.16-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2%, 12/15/67 _....___ 2.66 2.58 2.61 2.72-2.43 3.81-2.44  2.48-2.08 2.50-2.37 (a) (a) (a) n 
3%s, 1988-78 % 2.76 2.66 2.86  2.91-2.56 (b) (b) (b) (b) (b) fc 
2. Corporate Bond Yields —....._.._. th 
Aaa Rated Long Term —__..._.. A 2.95 2.91 3.01 3.11-2.85 3.44-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term _. ( 3.08 3.05 3.17 3.27-2.99 3.52-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 Ci 
. A Rated Long Term —_.. aia 3.16 3.15 3.30 3.39-3.12 3.69-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term ___. ‘ 3.46 8.45 3.65 8.74-3.44 3.90-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. Tax-Exempt Bond Yields — = q 
Aaa Rated Long Term — % 2.11 2.04 2.07 2.21-1.90 2.73-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (b) (c) 3 
Aa Rated Long Term —....._--_ si 2.28 2.15 2.23 2.32-2.00 2.96-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (b) (c) 
A Rated Long Term ___.._. scanthociace: Oe 2.58 2.53 2.74 2.83-2.37 3.34-1.72 2.64-1.28 2.49-1.49 3.29-2.11 (b) (ec) V 
Baa Rated Long Term % 3.06 3.02 3.20 3.32-2.90 3.79-1.98 3.05-1.57 2.94-1.80 3.71-2.60(b) (c) f 
4. Preferred Stock Yields —.._. Coe weed J 
Industrials—High Dividend Series 
High Grade % 3.87 3.84 3.94 $.94-3.84 4.24-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 i 
ps | ee eee % 4.53 4.54 4.96 4.96-4.53 5.28-4.68  5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 } 
Industrials—Low Divended Series 
High Grade % 3.67 8.65 8.75 3.82-3.65 4.02-8.45  3.92-3.27(d) (da) (d) (d) 
Medium Grade ———......._.__. % 4.09 4.10 4.18 4.27-4.05 4.39-8.80 4.20-3.52(d) (d) (d) (d) t 
Utilities—Low Dividend : 
High Grade % 8.94 8.90 4.03 4,.14-3.85 4.45-3.77 4.24-8.40 (d) (d) (d) (d) 
fon Crate... % 4.26 4.21 4,42 4.51-4.17 4.87-4.19  4.65-8.69(d) (d) (d) (d) : 
6. Common Stocks 
125 Industrials—Prices (f) $116.83 115.64 81.87 116.88-77.81 80.89-64.91 64.46-43.20 49.30-22.69 49.10-10.56 78,06-34.81 (e) ' 
125 Industrials—Dividends (f) —_.. $ . 4.79 4.78 4.30 4.79- 4.27 4.55-4.18  4.44-1.76 1.94-1.52 2.05-0.72 2.538-2.16 (e) 
125 Industrials—-Yields — _______. % 4.10 4.09 5.28 5.49- 4.09 6.84-5.14 17.29-8.20 7.71-38.56 10.138-2.59 6.21-3.19 (e) 
{a)— U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. “(d)—Low Dividend Preferred Yield Averages in this series date from 
{b)—U. S. Govt. Bond Yield Averages in this series date from April 15, 1953. Jan. 2, 1946. 
(e)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (e)—125 Industrials Averages date from Jan. 1, 1929. 
(f)—Dollars per share. 
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MARKET SHIFT 


lf, in raising margin requirements 


slightly, the intent was to dampen spec- 
ulation without 
'ment, the change that followed in the 
/ character of the market was opposite 


discouraging invest- 


to the intent. Up to JanJuary 4, the 
date of the increase in margin require- 
ments, the dominant activity and 
strength in the market had been in the 
blue chips and in other investment-grade 
issues. From that date, strength and 
activity have been very largely confined 
to speculative issues. The anticipated 
January investment demand, 
which in other years usually lasted a 
week to two weeks, appeared on sched- 
ule on January 3, but thereafter sub- 
sided abruptly. 


Another curious development has 
been the sharp change in the attitude of 
the public, as reflected in odd-lot trans- 
actions. Throughout the bull market, 
the public had been consistent sellers 
on balance and they continued to sell 
during the break following the an- 
nouncement on margins, but in the 
following week, they sharply reversed 
their attitude and since then have been 
consistent buyers on balance. 


These two changes suggest that the 
quality of leadership has deteriorated 
and perhaps explain why, according to 
various methods of analysis, the rally 
from the January lows has been weak 
in comparison with preceding rises. 
Non-professional participation in the 
market has left its mark in a number of 
ways. For example, there were several 
times when rises in defense issues domi- 
nated the market, but the stocks selected 
were only the few most obvious war 
issues — aircrafts, steels and metals. 
Rails, oils, textiles and electronics were 
neglected and issues that would suffer, 
either from inflationary pressures or 
from relative lack of attractiveness, such 
as the utilities, were unaffected. 


Though professional investors appar- 
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ently have greatly reduced their buying, 
there has been little evidence that they 
have been doing substantial selling. But 
when professionals become less anxious 
and non-professionals become more anx- 
ious to buy, it is a good time for 
caution. The writer has confined invest- 
ment purchases to issues which appear 
to be emerging from long, substantial 
bear markets of their own, issues which 
might be called well “sold-out,” a num- 
ber of which can still be found and 
which seem at this time to be more 
conservative investments than those 
high-grade stocks that have had such 
phenomenal rises. They may be found 
in the ethical drug, chemical (one issue, 
notably), textile and farm equipment 
groups. A number of department store 
issues are receiving better attention and 
it seems to me that over the years, they 
should be entitled to an improving rat- 
ing. Their dividend coverage in the 
post-war period has been good, their 
yield is comparatively high and it 
seems that the economy is unlikely to 
support present prices of other issues 
unless retail trade is good. 


During the January-February rally, 
some evidence accumulated that the 
market might be close to a full inter- 
mediate decline, which would be the 
first in the major rise since the fall of 
1953. Should such a reaction develop, 
it would probably affect individual 
issues just as diversely as the preceding 
rise. Among the vulnerable, apparently, 
would be many of the high-grade issues 
in the building, finance and office equip- 
ment groups, which, after large, pro- 
tracted rises, have in recent weeks or 
months shown less strength than the 
industrial average. Their current yields 
are low and it is easy to see reasons for 
loss of interest in some of them. The 
building boom has risen to heights 
which have made it, as well as the stock 
market, a matter of concern to mone- 
tary authorities. Credit has been easy 
enough to lead to possible excesses, 
which might, in turn, result in an un- 
desirably sharp reduction in home 
building. There is, thus, a definite pos- 
sibility of measures taken to dampen 
the building boom. 


It does not seem that an intermediate 
decline, if one occurs at this time, would 
mark the end of the bull market. As 
major bull markets go, this one has not 
yet reached the extremes in price-earn- 
ings ratios and in yields, nor has it 
shown other excesses reached in pevi- 
ous comparable bull markets. 


Substantial and factual evidence is 





being presented not only to the Ful- 
bright Committee studying the stock 
market, but also to all members of Con- 
gress, that the capital gains tax is ham- 
pering the liquidity of the stock market 
and, in making it thinner than it would 
be otherwise, has greatly contributed to 
the rapidity of the rise. Many congress- 
men have already responded favorably. 
It should not be too difficult to demon- 
strate that a lower capital gains tax 
would increase revenues from the tax, 
so that the principal obstacle to over- 
come is perhaps a bias based on social 
philosophy. Since the elections last fall 
showed no repudiation of the Admini- 
stration’s economic philosophy, there is 
reason to hope that a reform of the 
capital gains tax can be accomplished. 


A. J. CORTESE 
A. M. KIDDER & CO. 


PossiBLE TROUBLE AREAS 


The cornerstone, perhaps, of the cur- 
rent high rate of business activity and 
the further recovery which now seems 
likely to occur, is the construction in- 
dustry where a high volume of activity 
is anticipated, both for home construc- 
tion and for public works such as roads 
and schools. These projects, however, 
require financing through the sale of 
mortgages and of tax-exempt bonds. 
Any material change in the market for 
mortgages and tax-exempts could, there- 
fore, exert a profound influence on the 
construction industry. 


The one phase of the economy which 
may be creating some degree of con- 
cern is the amount of mortgage credit 
being used to finance home construc- 
tion. It is estimated that at the end of 
1954 such mortgages exceeded $75 bil- 
lion, an increase of 14% over the level 
at the end of 1953. Much of this may 
be due to Government measures to stim- 
ulate home construction by means of 
easy credit, but if the monetary authori- 
ties are to take steps to tighten credit, 
it may be this phase of the economy 
which will receive their attention. 


BACHE & CO. 


Installment credit is inching up, 
although it is not out of line, brokers’ 
loans have risen somewhat, and there 
is some speculative froth on a rising 
market. Most important, perhaps, mort- 
gage debt has more than tripled since 
the end of the war and there is consid- 
erable evidence that the use of no down- 
payment mortgages has been overdone. 
Under these circumstances a somewhat 
less expansive credit policy appears in- 
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dicated. To apply enough but not too 
much restraint is a difficult and delicate 
task. General agreement at the hearings 
of the Congressional Joint Economic 
Committee last December to the effect 
that the Federal Reserve policy in the 
spring of 1953 had been at least a little 
too restrictive justifies the assumption 
that the brakes will be applied dex- 
terously, if at all. 


CARL M. LOEB, RHOADES & CO. 


INVESTMENT FunNps — 1955 


A shortage of long-term investment 
funds seems probably in the current 


year. This would appear to indicate an 
increase in borrowings for capital pur- 
poses from the commercial banking 
system and a trend toward firmness in 
interest rates. Nevertheless, economic 
conditions could vary considerably be- 
fore the end of the year. A slackening 
in some of the more important sectors 
of the economy later in 1955 could alter 
the current outlook for the pattern of 
interest rates. 


Estimates for 1955 of accumulation 
of long-term investment funds, includ- 
ing repaid funds that will seek reinvest- 
ment; and demand for such funds by 
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private and non-U. S. Treasury public 
sources except for exclusions noted are; 


ESTIMATED SUPPLY 
New Long-Term Investment 


Funds: 
Billions 
Life Insurance Companies — $ 5.4 
Mutual Savings Banks __ $ 1.9 
Savings and Loan 
Associations 2 $ 4.5 
Private Pension Plans ___.. $ 2.0 


Not funded with Ins. Cos. 
State and Local Funds, 


including Pension Plans _ $ 0.9 
Fire and Casualty Insurance 
ET I a $ 1.0 
Other Accumulations of 
Long-Term Funds _..__. $ 5.2 
Funds for Reinvestment 
Real Estate Mtge. Amorti- 
ni) A Eee ees na eee $ 8.7 
State & Municipal Matur- 
NPR EY ac en ena Ber $ 2.0 
Maturities, Sinking Funds, 
Refundings on Corporate 
Bonds & Pr. Stocks __.. $ 1.9 
Foreign Debt Retirement — $ 0.1 
Supply of Long-Term 
Funds $33.6 


ESTIMATED USES 


Billions | 
Meorupewes. ne ED 
State and Municipal 
OOUTICICS. co $ 6.8 
Corporate Financing __ $ 6.8 
Foreign Loans _____.. $ 0.6 


Demand for Long-Term 


Funds $35.2 
Indicated Deficiency of 
Long-Term Investment 
Funds in 1955 §$ 1.6 


SALOMON BROS. & HUTZLER 





Edie Previews New Year 


More than 2,200 businessmen and 
bankers attended the 34th Economic 
Meeting of Peoples First National Bank 
& Trust Co., Pittsburgh, with Lionel D. 
Edie, economist, as speaker—Dr. Edie’s 
10th appearance and the largest audi- 
ence at a Peoples First Economic Meet- 











ing. 

Dr. Edie told the audience that Amer- 
ican business has a bright outlook— 
“We are half way through the greatest 
growth period in American history”— 
dividends of 60 leading companies, in 
5 years will be 45% higher than last 
year, and if 15 utilities are eliminated 
from this group, the remaining 45 
would have a 60% rise. He said the 
gross national production of 1954 was 
equal to the high of 1952 and will go 
to a new high of 395 billion in the next 
2 years. He predicted a 5% rise in 
business for the United States this year, 
with automobile production increasing 
by about 200,000 units. 
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| field are any indication. Debt financing 
for many years past has obviously been 
' advantageous but a growth economy 
' cannot flourish without a healthy flow 








REVIVAL OF Equity FINANCING 


The long drought in equity financing 
is showing some signs of breaking, if 


‘the General Motors, Aluminium Ltd. 


Allied Stores ventures into that 


of partnership money. With 1954 new 


| stock offerings just topping the $1.2 


billion mark, only a shade better than 
the $1.1 billion of 1953, and represent- 
ing less than 20% of the total new 
money raised, signs of a healthy revival 


in this medium are welcome, particu- 


larly bearing in mind the estimated 
needs of some $15 billion a year re- 
cently voiced by Chairman Fairless of 
U. S. Steel Corporation. 


The example of General Motors in 
offering rights to stockholders to buy 
4,380,683 additional shares at $75 
should serve as a pattern of confidence 
for other managements which have been 
hesitant to dilute the position of equity 
holders when market prices were low. 
With higher tags on a greater number 
of representative issues, 1955 will prob- 
ably see more frequent recourse to 
equity financing, assuming that satis- 
factory price levels hold. The record of 
the Motors management and the deci- 
sion of DuPont to exercise its rights, 
thereby maintaining intact its propor- 
tionate corporate interest, should turn 
out to be constructive factors contribu- 
ting to a new and better tone for stock 
financing. 


The importance of the function per- 
formed by the nation’s market places 
as channels for investment funds is 
heightened by economists’ estimates of 
swelling national output of goods and 
services over the next decade. Let us 
cite, for instance, Dr. Nadler’s state- 
ment before the recent Mid-Winter 
Trust Conference in New York City 
that “a $500 billion GNP in 1965 is 
definitely. within our potentialities.” 
Approach to such an astronomical fig- 
ure, approximately 40-45% above to- 
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day’s output, will only be achieved if 
the necessary total capitalization to sus- 
tain such volume has a solid foundation 
of partnership risk capital to meet the 
fluctuations of the economy, because 
debt is by its nature inelastic. 


Conjecture along these lines leads to 
the nearby excursion of the Fulbright 
Committee into the state of the stock 
markets. Its activities are advertised as 
investigative rather than punitive and, 
indeed, the organized markets have no 
reason to fear censure after the many 
years of SEC regulation and super- 
vision. For several years during the 
postwar period, price-earnings ratios of 
8-10 times for good stocks prevailed, 
with abnormally high yields of 6-8% 
and low turnover marketwise. Today’s 
ratios are still not significantly out of 
line; in short, if former relationships 
remained constant and refused to re- 
flect improved conditions in the econ- 
omy, there would be real cause for con- 
cern. 


The projected scope of the inquiry 
appears to embrace so many areas with 
limited impact upon the principal target 
that it is to be hoped that its force will 
not be too diffuse and ineffective. Far 
from rattling any skeletons still hidden 
in financial closets, it is more likely that 
consideration of the data produced 
from all investment communities will 
point out clearly the restrictive influ- 


ence which existing tax laws exert upon 
the willingness of holders to sell stocks 
showing substantial profits. 


If the Committee brings out the real 
truth for the legislators and the element 
of possible political advantage is sub- 
ordinated to fact-finding, much good 
can come from this inquiry. A sug- 
gested three-point program for intensive 
study might run as follows: 


(1) reduction of long-term holding 
period 

(2) reduction of long-term capital 
gains tax rate 


modification of the 
double-taxation credit on divi- 


(3) upward 
token 


dends. 


A word of caution to the Fulbright 
Committee and other legislators seem 
timely in view of comparisons drawn 
between today’s stock market and 1929. 
The sole point of similarity is in the 
level attained by the D-J industrial aver- 
age and this index now contains only 
17 of the 30 component stocks of 1929. 
Without going into statistics well known 
to our readers, even though apparently 
not to some Washington representatives, 
today’s market bears no resemblance 
to that of 25 years earlier in price-earn- 
ings ratios, yields or’ asset values. 
Nevertheless, it is typical that the “bad 
old Wall Street” myth should pop up 
in the House Commerce ‘Committee 
hearing on the SEC on February 10th 
with such remarks as “stocks going out 
of sight,” “boom and bust” and “mar- 
gin requirements should be raised to 
100 per cent.” Discounting public utter- 
ances for political purposes, our repre- 
sentatives should know that the security 
markets are intricate and essential parts 
of our system. More regulation should 
only be imposed if careful consideration 
shows that it is clearly in the public 
interest. (Continued.) 
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TRUSTEES ON THEIR TOES 


In spite of the fact that the trust in- 
stitutions of this country and Canada 
have earned their investment spurs dur- 
ing the last generation under pressure 
of changing conditions and have turned 
in, by general opinion, an intelligent 
job for their beneficiaries, there still 
crops up, from time to time, the old 
canard about “getting fees for doing 
nothing.” While trustees’ actions are 
always subject to review of supervisory 
authority, individual accountings are 
seldom matters of wide public interest, 
hence common trust fund reports to 
participants furnish the best available 
guide to current investment philosophy 
and specific portfolio preferences. 


A chance remark implying that trus- 
tees only needed to “sit on their hands 
and let values increase” motivated a 
fast glance at the 1954 reports of three 
common trust funds. It was found that 
the ten largest stockholdings ranged 
from 15% to 20% of the total stock 
positions, about the same as in 1949. 
The total commitment in common stocks 
in the two years was likewise compar- 
able in percentage, roughly 40% to 
45% of the funds. 


The significant evidence, however, 
of constant supervision and adjustment 
to changing conditions appeared in the 


lists of the ten leading stocks, In the 
case of Fund A, only two among the 
ten largest common stock holdings of 
1949 were still in the 1954 list. For 
Fund B there were four and in Fund 
C three held firm. These observations 
in themselves demonstrate nothing as 
to overall portfolio performance but 
they do appear to furnish significant 
rebuttal to the hoary old concept of 
the stuffy, do-nothing conservator of 
other people’s money. 


Or Like MIND 


Great Britain’s economy has been 
perking up to such a degree during the 
latter part of 1954 that monetary au- 
thorities concluded on January 27th it 
was time to follow the example of the 
Federal Reserve Board earlier in the 
month and administer a mild warning. 
Result, an advance in the bank discount 
rate from 3% to 344% which, it is 
hoped, will be translated into a slightly 
less pressing demand for funds for ex- 
pansion and speculative purposes. 

Having expressed in early January 
their convictions about use of specula- 
tive funds in the security markets, the 
Federal Reserve authorities made no 
comment nor is it expected that further 
action is contemplated unless there is a 
marked change in underlying condi- 
tions The authorities have been allow- 
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ing credit to tighten up somewhat .as 
business activity expanded but no ac. 
tion which would hamper recovery js 


in the offing. 


PENSION FuNnps POTENT INVESTMENT 
FACTORS 


Pension retirement plans for public 
servants are not new in years but, in 
common with the phenomenal growth 
of private pension plans, they have 


commanded increased attention as their 


totals have swelled to proportions spell- 
ing big business for capital seekers, 


The importance of the pension group 
lies not only in the absolute totals in. f 
the concentration of f 


volved but in 
their overall influence. Because the ac- 
ceptability, or otherwise, of a bond 





ca 
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offering to a number of pension fund f . 


managers can mark success or failure, 


their needs and preferences are care- | 
fully weighed in many instances by f 


underwriting groups. 


Public funds set up for retirement 
benefits to teachers, firemen, police and 
other civil servants were until compara- 
tively recently invested in Government 
and other legal stipulated bonds with 
low yields. As the spirit of investment 
liberalization has permeated the entire 
institutional area, more and more of 
these capital aggregates have turned to 
higher yields available from high-grade 
corporate issues. As a result of contin- 
uing study in this field, Disque D. 
Deane of Union Securities Corporation 
of New York City has developed some 
interesting figures. For instance, he 
finds that over three quarters of these 
retirement programs benefit today from 
this more satisfactory return and two 
of the largest entities, the New York 
City Teachers Retirement and various 
Illinois funds, will presumably soon be 
permitted to join in this trend to an 
even broader corporate bond outlet. 


Although the estimated coverage of 





some 3,650,000 individuals by public 
plans is only about one third of the 
totals under private retirement and 
profit-sharing plans, Mr. Deane finds 
that the 1954 year-end dollar total of 
this sector was about $10 billion. The 
annual rate of growth has been around 
16% and, in the year just past, about 
60% of available funds went into the 
corporate markets. This meant, accord- 
ing to his tabulations, that these funds 
accounted for some 36% of the $2.8 
billion publicly offered corporates rated 
“A” or better or 62% of the $1.6 billion 
rated “AA” or better. Inflow for 1955 


(Continued on page 161) 
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| CHANGES IN FEDERAL RESERVE OBJECTIVES 


Have Measureable Market Effects 


Aubrey G. Lanston & Co., Inc., New York 


Y THE TIME BUSINESS SIGNS, IN THE 
— of 1953, gave clear indi- 
cations that the volume of business activ- 
ity in this country was receding, the 
Federal Reserve already had moved a 
long way toward the attainment of 
“active ease” in the money markets and 


of higher bond prices and lower rates, 
as a major trend of some duration. 


During the summer of 1954, business 
indicators suggested, again rather clear- 
ly, that the decline in business activity 
was beginning to bottom-out. Since then 
the questions have been largely how 
robust the upturn would be, and how 
long it would endure. Optimism gener- 
ally increased through the last half of 
the year. Today, the question is not 
whether business will be good through- 
out the first half of 1955; it is largely 
whether the momentum inherent in a 
dynamic economy will lift the level of 
activity to an even higher level in the 
second half or permit a downward drift. 


If the word flexible means anything in 
reference to monetary policy, the im- 
pressive turn-about in the volume of 
business activity, the change in trend 
from down to up and the change in ex- 
pectancies from dire fear to muted cau- 
tion on the part of the pessimists, cer- 
tainly would require some change in 
Federal Reserve credit policy away from 
“active ease.” 

The discount rates of the Federal Re- 
serve Banks remain, nevertheless, at 
114%. The banking system is still per- 
mitted to retain some excess reserves 
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and some “free reserves.”* Therefore, 
Federal Reserve credit policy must still 
be considered as aimed at easy money. 
The change which has occurred in policy 
thus far has been a change in accent 
or emphasis not, actually, in the nature 
of the objective. 


However, terms such as “active ease” 
and “easy money” and “changes in 
emphasis” mean different things to each 
of us and to determine, in a practical 
sense, the impacts of the changes that 
have occurred in credit policy on bond 
prices and interest rates require a more 
specific kind of discussion. 


For 


active 


example, during the days when 
ease was the objective, member 
banks found themselves, usually, with 
excess reserves of up to $1 billion or 
more and with free reserves of from 
$600 million to $1 billion. Of course, 
even during the period when policy was 
referred to as one of active ease, there 
were changes in emphasis. To begin 
with, the Federal Reserve had to be more 
aggressive while endeavoring to make 
active ease effective than was necessary, 
later, to maintain such ease. The changes 
in emphasis marked by this difference 
may be illustrated by what took place 
from June, 1954 to November-Decem- 
ber 1954 although these were brought 
about partly by the necessity for sub- 
stantial Treasury cash deficit financing. 


Keeping An Even Keel 


The Reserve wished to continue a con- 
dition of active ease in the money mar- 
kets and it also had to provide the banks 
with additional reserves to accommodate 
the Treasury’s deficit. Therefore, the Re- 
serve had to choose between two alter- 
natives. It could have provided the re- 
serves by open market purchases of 
short-term Treasury securities. If this 
had been done the chances are that these 
yeilds would have been driven to levels 
substantially under 44%, with existing 
money market conditions. 


The Reserve chose the second alterna- 


*Free reserves are the net of excess reserves 
minus borrowings. 


tive. It reduced reserve requirements of 
the member banks, making available ad- 
ditional funds for bank lending and also 
making each dollar of excess reserves 
more potent for private credit expan- 
sion. However, changes in reserve re- 
quirements are an unwieldy method of 
adjustment not subject to a desirable 
degree of precision. In this case, the 
banks gained more excess reserves than 
they could use immediately. Consequent- 
ly, a second subsidiary step was for the 
Reserve Banks to sell Treasury bills 
to mop up temporarily some of the ex- 
cess reserves. Had this open market 
operation not been engaged in, the ob- 
jective of active ease would have be- 
come too heavily accented. Interest rates 
generally would have moved precipitous- 
ly lower. 


The Reserve’s sales of Treasury bills 
increased the market supply at a time 
when many short-term investors had 
found their tow yields unattractive. 
These investors already had begun to 
withdraw from short-term Treasurys in 
favor of time deposits at more favorable 
rates with commercial banks. This with- 
drawal had the effect of creating a sec- 
ond increment of supply of Treasury 
bills and the like. The Treasury’s sale 
of tax anticipation certificates in July 
added a third increment although the 
weight of this was offset by the willing- 
ness of banks to invest the additional 
reserves given them by the Federal Re- 
serve Banks for that purpose. And, each 
of these increases in the supply of 
short-term issues came at a time when 
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open market short-term yields had been 
collapsing because of the actual and 
prospective scarcity value that had re- 
sulted from massive Treasury debt 
operations. 


The new forces in the marketplace 
caused bill yields to rise from the low 
of about .60% in June to around 1% in 
the late fall, helped along by the grow- 
ing expectancy that seasonal demands 
for cash and credit would cause banks 
to sell later, leaving only the dealers 
as temporary potential buyers. 


Now, the Treasury market is no longer 
a compartmentalized affair. It is a much 
broader market than it used to be, 
thanks largely to the philosophy of an 
overwhelming majority of the Federal 
Open Market Committee that prices and 
yields on Treasury securities should be 
set by public transactions, not by master- 
minding on the part of the Federal Re- 
serve Banks. And any such market, par- 
ticularly for Treasury securities, is a 
pervasive sort of affair, wherein a ma- 
terial or more-than-temporary change in 
the level of yields on money market 
securities (such as bills) produces cor- 
responding, although smaller, changes 
in the yields of successively longer-term 
Treasury issues. Therefore, the change 
in the yields of Treasury bills against 
the background of a Reserve objective 
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aimed at maintaining active ease, was 
bound to curb, if not stop, the decline 
in yields of other Treasury securities 
in process since June 1953. 


Change in Accent Noted 


Moreover, Treasury financing exer- 
cises a profound effect on market prices 
and yields, in accordance with the type 
and amount of financing. During the sec- 
ond half of 1954, the Treasury contin- 
ued its program to lengthen the debt 
and in this process reduced the amount 
of short-term securities while it in- 
creased the supply of those of somewhat 
longer term. The reduction in outstand- 
in short-terms after June 1954 was off- 
set in substantial degree by offering tax 
anticipation certificates to cover the 
seasonal deficit. The net effect of Treas- 
ury cash deficit financing and refund- 
ing, therefore, was to, increase the sup- 
ply of securities from 214 to 8-year 
term, which added to the pervasive im- 
pact on the yields of these maturity 
sectors and on those of longer-term. 
Thus, only a slight change in emphasis 
accorded the Reserve’s objective of 
active ease, plus Treasury financing, 
brought about a rather considerable 
change in the complexion of the Treas- 
ury market and. in the expectancies of 
investors as to the future of bond prices, 
particularly Treasurys. 

These new expectancies were partly a 
reflection of the increasing optimism 
over business prospects for the first half 
of 1955. The housing boom and the ris- 
ing level of automobile production sug- 
gested a rather substantial aggregate 
demand for credit. The outlook for bank 
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loans was not, at this stage, quite clear, 
but many bankers began to hope demand 
would improve. This did not deter them 
from taking out considerable insurance 
against a further loan decline by buying 
a substantial amount of the 214s of 
1963, offered in November, but taking 
all investors together the anticipation 
in December 1954 was no longer for 
higher bond prices. Price stability was 
what most people looked for, a decided 
change from the bullish outlook of a 
year earlier. 


This was the setting, as to business 
outlook, conditions in the Treasury mar- 
ket and investor anticipations when, late 
in 1954, Federal Reserve officials de- 
cided that flexibility in monetary policy 
required some minor reduction in excess 
and free reserves. In putting this new 
accent on its easy money policy, the 
Reserve moved with utmost caution. 
Free reserves were worked down over 
a period of weeks so that, on a daily 
basis, they recently have averaged from 
$150 to $450 million. During this period 


the response of the bill market was 


erratic, partly as a consequence of anti- 
cipations with respect to the Treasury’s 
January-February refunding and _ its 
later repercussions. 


Nevertheless, it is inevitable that an 
upward adjustment in bill yields and 
similar adjustment in other yields will 
follow from the Reserve’s aim to hold 
free reserves at some lower level, let us 
say, $200 to $400 million. This is be- 
cause the so-called country banks in the 
Reserve maintain a more or less con- 
stant level of excess reserves of $400 to 
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3600 million almost regardless of 
changes in credit policy. For example, 
throughout the first half of 1953 these 
banks averaged excess reserves of about 
$500 million and free reserves of about 
$300 to $400 million. If the recent 
slight change in accent means that the 
average daily free reserves of the bank- 


» ing system may range from $100 to $300 


million, then it follows that the Reserve 
City and Central Reserve City Banks 
will find their free reserves fluctuating 


| from virtually none to minus $300 mil- 
lion. And, if the bulk of the banking 
_ system represented by these larger banks 


find themselves in this position, the dis- 
count rate of the Reserve Banks would 
become the effective rate around which 
the yields of money market securities 
would form. Banks would find it less 
profitable to purchase and hold Treasury 
bills at yields below the level of the dis- 


' count rate. They would find it profitable, 
| frequently, to sell bills and other short- 


term securities at yields somewhat above 


| the discount rate. In other words, the 
' second and more recent change in the 
} accent given to the Reserve’s easy money 
| policy suggests that Treasury bill yields 
' may shortly be fluctuating around the 


current 114% discount rate against the 
present level in the neighborhood of 1%. 


Effects Apparent in Markets 


Because of the pervasive character of 
the Treasury market, yields on certifi- 
cates then should be expected to fluctu- 
ate at comparable levels, plus or minus 
the expectancies then extant as to the 
future trend of interest rates. Yields on 
slightly longer-term Treasury issues 
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would gradually fall in line with the 
increase in the yields on money market 
securities; the longer the term of the 
bond, the less change in yield. The new 
3s of 1955, which are cheap at present 
because they have not been fully digested 
in the market and which will be the 
preferred purchase of investors confined 
to Treasurys, might well prove to be im- 
mune. This would be particularly the 
case if the increase in other yields were 
only such as might occur in line with 
an increase in the bill yield to about 
114%. 

The Treasury offering of the new 
3% long-term bond will have some mild 
effect on other interest rates. The chances 
are that this offering directly or indi- 
rectly absorbed around $500 to $750 
million of money that might have been 
available for private long-term invest- 
ment. This is a healthy thing, as I see 
it, because it will induce a note of cau- 
tion that will help to promote and main- 
tain the tone of financial prudence that 
is a part of the financial background 
of sustained maximum employment and 
prosperity. This offering also may be 
said to supplement the slight change in 
accent given to Reserve credit policy, 
in that it helps bridge the gap between 
the bond and mortgage markets. 


Whether a third change in _ policy 
accent will develop cannot be determined 
at this time. It could come about with- 
out any further moves or changes in 
accent or objectives on the part of the 
authorities. For example, should the de- 
mand for bank credit expand, this of 
itself would bring about a demand for 
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additional reserves which might or might 
not be made available by the Reserve. 
But if additional speculative bubbles 
appear on the surface of a seemingly 
sound economic expansion, discount 
rates might be later increased. 


However, assuming the cold war will 
not develop into a hot one, it seems 
unlikely that the economy will justify 
the development of a credit policy of 
real restraint in the near future. To the 
extent that this thesis happens to be 
correct, further increases in short-term 
yields and decreases in the prices of 
longer-term securities should be looked 
upon by investors as a buying oppor- 
tunity. The small changes in accent in 
Reserve policy have already reduced the 
prices of many Treasury bonds by as 
much as 3 or more points from their 
peak. Any noticeable further price re- 
actions, such as should follow a rise 
in short-term yields, could bring the 
prices of longer bonds to a level half- 
way between the lows of 1953 and the 
highs of 1954. At such prices, most 
Treasury bonds should be considered to 
be in a buying range. The 3% bonds of 
1955 are already a buy. It is doubtful 
that the Treasury will find it either 
prudent or desirable to issue, for some 
years to come, a long-term bond with 
a coupon rate of more than 3%. 
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SAMUEL N. AIN 


The Aged As An Economic Problem 


HE AGED, LIKE THE POOR, HAVE 
fips been with us, taking a share 
of the national output of goods and ser- 
vices whether through accumulation of 
their own means, through public subsidy 
or through a portion of the resources 
of their friends and relatives. The pat- 
tern of support for the aged has, how- 
ever, been shifting from dependency 
largely on individual and family re- 
sources to planned retirement programs, 


both public and private. 


While the shift in the pattern of sup- 
port is interesting in and of itself, it 
is the increase in the sheer number of 
those 65 and over which is drawing 
attention from many quarters and even 
causing alarm in some. At the turn of the 
century there were some 3 million per- 
sons 65 and over in a total population 
of approximately 76 million. Now the 
aged number about 1314 million in a 
population of about 160 million. By 
1975 it is estimated that there will be in 
excess of 20 million aged in a population 
in the neighborhood of 220 million. 
These figures are reflected in the accom- 
panying table. 


One significant aspect of our popula- 
tion growth is that the aged as a group 
have been increasing more rapidly than 
the rest of the population, from 4.1% 
of the population to 8.4% in the last 
55 years and to more than 9% in 1975. 
This has come about largely because 
scientific knowledge, technological skills 
and medical techniques have contributed 
toward the lengthening of the life span. 


Pressure for economic security for the 
aged has led to a tremendous growth 
of public retirement systems and private 
pension plans within the last 25 years. 
This growth is far from over. In the 
midst of this, fears have been expressed 
that we may be able to provide economic 
security for the aged only at the expense 
of a reduction in our standard of living. 
One of the latest to raise this issue is 
Allen W. Rucker in a recent Harvard 
Business Review article entitled “Eco- 
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nomic Challenge of Longevity.” Mr. 
Rucker puts the challenge in these 
terms: 


must look at the 
of longevity as 


“As I see it, we 
economic challenge 
something far, far different from a 
problem of private or mass charity, 
public aid, and governmental Social 
Security. We will be wiser and in- 
finitely more farsighted to see it in- 
stead as much more than a matter of 
dollars. We must see the challenge in 
basic terms (a) of expanded produc- 
tion of the good things of life, and 
(b) of the distribution of necessities 
and comforts to those unable to earn 
for themselves — all within the frame- 
work of a free society and a private- 
enterprise market economy.” 


He goes on to examine the problem 
of production, viewing it as one of in- 
creasing the r&te of capital investment 
and increasing manufacturing output 
through increased productivity on the 
part of a larger labor force. The ques- 
tion of distribution of tomorrow’s goods 
and services to the aged he sees as a 
problem of saving from current produc- 





POPULATION AND LABOR FORCE 
1900-1953 with estimates to 1975 
(in millions) 





Total Population Labor 

Year Population 65 and over Force 
1900 76.1 3.1 
1905 83.8 3.5 
1910 92.4 4.0 
1915 100.5 4.5 
1920 106.5 4.9 
1925 115.8 5.8 
1930 123.1 6.7 50.1 
1935 127.3 7.8 53.1 
1940 132.1 9.0 56.2 
1945 139.9 10.5 65.3 
1950 151.7 12.3 64.7 
1953 159.6 13.3 67.0 
1960 1771.4" pH EY fg laa 
1965 189.9* Tits" COS ian 
1970 204.2* 18.9* 84.0** 
1975 221.0* 20.1" 88.6** 

Source: ‘Potential Economic Growth of the 


United States’ by the Committee Staff of the 
Joint Committee on the Economic Report — 1954. 


**Labor force estimates are from Bureau of 
the Census, Current Population Reports Series 
P-50 No. 42. 


*Population estimates are from Series A pro- 
jection of the Bureau of the Census. 


tion today by the individual, by industry 
through retirement program, and by 
government. 


While Mr. Rucker’s analysis is useful 
and informative, it does not consider the 
economic problem of the aged within the 
broader perspective of the economic 
problem of the total group of non-gain. 
fully employed persons. Some light on 
this broader problem was cast by the 
National Planning Association in its 
report issued in 1952 entitled “Pensions 
in the United States”: 


“Probably the most fundamental 
economic question connected with the 
growth of the aged population js 
whether the flow of goods and ser- 
vices going to the retired aged will 
be so great in the future that the 
gainfully employed will find it dif- 
ficult to produce enough for the aged 
and at the same time have enough 
for themselves, their children, and 
their wives. It is extremely unlikely 
that the percentage of persons work- 
ing past the age of 65 can be very 
much increased. There seems to be 
little doubt that the growing propor- 
tion of aged in the population will 





mean an increasing number of re- 
tired aged in relation to the number 
of gainfully employed. 


“It does not appear, however, that 
there is any real basis for alarm. The 
relative sizes of the groups of those 
gainfully employed and those not gain- 
fully employed is one of the basic de- 
terminants of the volume of goods and 
services available per person. The 
larger the number of persons not 
gainfully employed in comparison with 
those who are, the greater the number 
who must share in consumption in 
relation to the number there are to 
produce what is to be consumed. But 
those over 65 who are not working at 
present make up only a little over 10 
per cent of all persons not gainfully 
employed. Children under 18 make 
up over half of those not in the labor 
force, and housewives nearly one- 
third. 


“The percentage of retired older 
people among those not gainfully em- 
ployed will almost certainly grow over 
the next 25 years, but the ratio of all 
persons not gainfully employed to 
those gainfully employed at the end 
of that time will be about the same or 
even improve. The trend over a con- 
siderable period of time, as shown be- 
low, has been in the direction of 
fewer and fewer nonproducers in re- 
lation to the gainfully employed. 


“It is possible to predict with some 
confidence the approximate number of 
persons who will be 65 and over (25 
years from now) and the approximate 
number who will be of working age 
and under 65, since most persons who 
will be in these groups have already 
been born. What uncertainty there is 
arises primarily from the possibility 
of significant changes in mortality 
rates. 
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NON-PRODUCERS IN RELATION 
TO GAINFULLY EMPLOYED 


34 333 
zs —— 
Ss PEgee 
eo pene 5: 
—— sa. 
ees 0s 8 E83 
Sn ass. 
Year Ase 23s5 
1870 209 1.9 
as 189 2.3 
pene 170 2.8 
1900 161 3.2 
1910 147 3.7 
1920 aio 149 4.2 
faa 152 5.0 
1940 140 7.9 
1950 137 9.4 
1952 135 10.0 





“There is considerably greater un- 
certainty about the size of the de- 
pendent child population, because the 
birth rate over the next 25 years is 
more difficult to predict than mortality 
rates. There is also uncertainty about 
the size of the gainfully employed 
group, because no one knows whether 
the average age at retirement will be 
higher or lower than at present. More- 
over, it is unertain to what extent 
women will participate in gainful em- 
ployment during the next 25 years 
and at what age young people will be- 
gin work. Reasonable assumptions on 
these doubtful points, however, still 
lead to the conclusion that the total 
number of nonworkers per active 
worker will probably not increase over 
the long range, or if so by only a 
slight amount, but it is more likely 
that there will be a further moderate 
iong term decline.” 


The report goes on to say “In 1975 
the ratio of nonworkers to workers will 
probably be very much as it is today or 
even somewhat more favorable, perhaps 
120 to 130 nonproducers to 100 workers 
(and certainly no more than 140 to 
100) as against 135 to 100 today. By 
then, however, assuming the same rate 
of retirement as today, the nonworking 
aged will probably represent not 10 per 
tent of the nonproducers as they do new, 
but 13 per cent.” 


Of course, implicit in all of this is 
the assumption that our economy will 
tontinue to operate under conditions of 
latively high employment. To the ex- 
tnt that the number of persons not gain- 
uly employed increases relative to the 
tumber gainfully employed there will 
te a tendency to reduce the rate of im- 
jrovement in our standard of living. 
lowever, operating in the other direc- 
ion of increasing the volume of goods 
and services available to each of us, is 
our increasing productivity. The NPA 
teport refers to estimates of productivity 
inrease over the past several decades 
of more than 2% per year. Mr. Rucker 
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puts the figure at close to 3%. If we 
project a 2% rate into the future it 
would appear that we are capable of 
maintaining our present standard of liv- 
ing as far ahead as 1975, for example, 
without the productive effort of any oi 
the estimated 20 million aged. In fact we 
could conceivably have as many as 200 
non-workers for each 100 workers at 
that time without a loss in our current 
living standard. 


While projections 20 or more years 
into the future can often be misleading, 
it does seem clear that the problem of 


the aged cannot be treated in isolation 
but ought to be viewed within the more 
general problem of the capacity of our 
economy to support the total group of 
non-gainfully employed. From _ this 
standpoint there is perhaps more basis 
for optimism and less cause for alarm 
than is suggested in Mr. Rucker’s article. 


More Union Welfare and Pension 
Fund Investments 


‘\HIS COLUMN REPORTED LAST MONTH 
‘| on the investment by two welfare 
funds of the Teamsters, A. F. of L. in the 
stock of Montgomery Ward & Co. This 
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® Living Trust 

® Pension Trust 

®@ Investment Counsel 
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BECAUSE Chicago Title and Trust Company is 
unique in Illinois for its length of experience and 
range of facilities. Active in trust administration 
for over 65 years, it offers many services including: 


® Ancillary Administration 


You choose well when you choose Chicago Title and 
Trust Company to serve you and your customers 
on all fiduciary matters affecting Illinois property. 


Chicago Title 


vee. 111 West Washington Street 
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® Title Guarantee Policies 
® Escrow 

® Registrar 

® Transfer Agent 

® Land Trusts 


and Trust 
Company 


Chicago 2, Illinois 
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has been followed by reports that Dave 
Beck, president of the Teamsters, in- 
tends to ask his union’s next convention 
for authority to invest as much as 20% 
of the union’s own funds — which now 
approach $35,000,000 — in common 
stock, and that the two welfare funds 
cited are completing arrangements for 
the purchase of another $1,000,000 of 
Ward stock. Despite the fact that the 
Ward purchases come during a period 
of struggle for control of the company 
and just prior to an organizational drive 
by the union against the company, Mr. 
Beck has been quoted as stating that 
the only motivation for their purchase 
is that the stock represents “a damn 
good investment.” 


At the same time a report from Wash- 
ington indicates that a sister union of 
the Teamsters, the Brotherhood of Elec- 
trical Workers, has just acquired con- 
trol, using assets from its pension fund, 
of the American Standard Life Insur- 
ance Co. which has admitted assets of 
$4, million and capital and unassigned 
surplus of more than $214 million. It is 
expected that the Brotherhood will try 
to place as much as possible of its wel- 
fare and pension business with American 


Standard. 











PROPERTY 
IN CANADA _ | 


The appointment of National 
Trust Company as ancil- 
lary administrator expe- 
dites the realization | 
and transfer of 
American owned 
property in 
Canada. 


Enquiries Invited 


National 


Trust 


COMPANY LIMITED 





20 King Street East 


Toronto, Canada 


Montreal Hamilton Winnipeg | 
Edmonton Vancouver Victoria 
Calgary 











Assets Under Administration 
$392,000,000 
Annual Report on Request 





One interesting consequence of this 
latter investment is that the Electrical 
Workers have, in a sense, found a way 
around the requirement of the insurance 
law of New York and other States that 
commissions, if not paid to an agent or 
broker, must be retained by the in- 
surer. The union, of course, would stand 
to gain on business placed with its own 
insurance company where no commis- 
sions are paid but are retained by the 
company. 


The magnitude of commissions on wel- 
fare business and the restriction of state 
laws have been under heavy fire by 
unions in recent months. Last November, 
in New York City, Local 802 of the 
American Federation of Musicians set 
up a special corporation for the purpose 
of collecting insurance commissions 
from its welfare fund purchases. It is 
intended that the corporation will spend 
its income in ways which will redound 
to the benefit of the union, primarily 
through the financing of free concerts. 


We seem to be entering a period of 
increased financial sophistication on the 
part of unions. Now that there are large 
sums of pension, welfare and other union 
funds available for investment the unions 
seem to be breaking away from the pat- 
tern of government issues and govern- 
ment secured issues. While the motiva- 
tion may be, as Mr. Beck has explained, 
a desire for a better return and for a 
share of capital increases, there may also 
be in some cases a desire to be in a posi- 
tion to augment the traditional economic 
weapons by financial ones. 


President’s Economic Report 


N HIS LATEST Economic REPORT jy 
| i imonig President Eisenhower, dis 
cussing the problem of economic »& 
curity for the aged, notes that: 





“More than 12 million employees 9 
business enterprises are now coverej 
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by pension plan, under which it ja 5! 
estimated that about 3 billion dollar§1959 
per year is currently being contribute | 
by employers and employees. Privat In 
plans for retirement income appeaplo 4 





to be highly desirable, but a numbe 
of questions merit further study }y 
the Congress and the Executiyd 
Branch. For example, how do suc 
plans affect the mobility of employees 
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and the willingness of employers tboar 
hire older workers? How can, ominve; 
should, these plans be fitted togethe bined 
with Federal Old-Age and Survivor 
Insurance into an integrated prograng '° be 
for retirement income? What are the diate 
effects of pension plans upon the fall 
spending and saving habits of people’ = 
What influence does the investment 0 
funds assembled through these plans facte 
have upon our financial markets andfing - 
the supply of venture capital?” the 
The questions raised by the President, jill 
not new, remain largely unanswered bef? S* 
cause adequate data have been difficulfy "4 
to obtain. It is hoped that the Presidenif™*" 
will draw upon the technical and statisti}, 0: 
cal resources of the government to givep fund 
these critical problems the attention theyf vest 
deserve. stud 
A A A fit P 
@ Russell E. Vunderink, assistant vice ing 
president of the National City Bank of ing 
Cleveland, spoke on “How to make the will 
most of your estate — plan it” at thef 
30th annual Vegetable Growers’ Confer- nm 


ence on January 13. 





In Rhode Island 
Umerweas Second Oldest Bank 


is the 
No. 1 Financial Institution 


++. in experience, in assets, in 
service facilities. 


Whatever your banking require- 
ments, Industrial National is well 
able to serve you efficiently. 
Complete Commercial, Trust, and 
Foreign Banking. Your inquiries 
are solicited. 
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of around $1.8 billion may make them 
even more important factors and the 
current growth rate should account for 
a $19 billion asset total by the end of 
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avoided. Likewise, investment training 
will be a requisite for members of the 
hoards of these funds, especially where 
investment limitations are not stipu- 
lated, as revenue bond issues continue 
to be plentifully offered over the imme- 
diate future. As most of these offerings 
fall into the construction category and 
fare therefore unrated, basic economic 
plangg {actors and ability to appraise engineer- 
ts andping reports will prove valuable. Hence, 
| hthe answer for this type of financing 
sident} Will lie in good judgment and possibly 
ed heft? Statutory percentage limitation of the 
ifficul und total which can be invested in this 


>sident »manner. 


tatistif, On the private side of the pension 
o giveyfund picture, an indication of the in- 


roughly 500 funds out of the 27,000 
private plans now in force. While no 
breakdown between the trusteed and 
insurance plans is given, the magnitude 
of the sums involved in this operation 
is most impressive to students of the 
investment markets. However these 
monies are invested, they assist in the 
overall institutional picture by meeting 
new capital demands or freeing other 
funds which will in turn seek other 
media. 
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Harris Trust Explains 
Retirement Program 


The workings and benefits of Harris 
Trust and Savings Bank’s unique em- 
ployee retirement program consisting of 
a combination of two profit sharing plans 
and a pension plan, are explained in a 
new colorful, illustrated booklet, “Our 
Profit Sharing and Pension Plans,” given 
to all present members of the staff and 
available for new members at the time 
of employment. Developed over the years, 
since 1916, the latest announced figures 
show that the Chicago bank is contribut- 
ing to the three plans an amount equal 
to 18.75% of its total payroll. 


The booklet explains eligibility and 
contributions (employees contribute up 
































n they§vestment potential is afforded by a _ to 5% of their salary to the profit shar- 
study prepared by the Employee Bene- ing plans; nothing to the pension plan), 
ft Plan Review Research Reports show- 204 benefits to the employee and his 

rt vieefing that some $600 million, represent- family. A tabulation of statistics for the 

ank offing 1954 contributions to these plans est (1986) Barris Dak geet shaving 
ke the > h se b -d - iui _ . plan shows that through 1953 567 em- 

a to trustees and In- pjovees were participants and the bal- 

‘onfer.purance companies by March 15th of ance totaled over $4,600,000. The book 
this year. Based largely upon 1953 data, ends with three specific examples of 
these figures cover 415 employers with possible benefits under the plan. 

4 
Specialist on 
Georgia 

If any of your customers are 
moving to Georgia, they will 
profit by conferring with The 
Man With a Plan at First 
National. He specializes in 
handling the estate problems 
REE of people referred to First 
THE , National by our friends in Trust 
F j RST * Departments throughout the U.S. 
NATIONAL BANK e A helpful booklet on estate 
OF Fi planning is available for 
Ss ATLANTA J P Georgia-bound customers of 
SeenON yours. Send for a free copy. 

The Atlanta Bank 

it Serving the Southeast 

STATES 
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First Profit Sharing Plan in 
New England Bank 


A profit sharing plan adopted by Wor- 
cester (Mass.) “County Trust Co., and 
retroactive to January 1, 1954, will re- 
ceive annual payments equal to 6% of 
net profit before taxes, and will be 
divided among eligible staff members on 
a percentage of salary basis. All full 
time staff members who have completed 
two years of service are eligible. 

Payments to the staff will be made 
each January, one-half in cash and one- 
half paid into a trust fund administered 
by the trust department, which invests 
it. Individual shares in the second half 
are payable as the employee leaves the 
bank, retires, becomes disabled, or dies. 

It is believed that Worcester County 
Trust Co. is the first large bank in New 
England to establish a profit sharing 
plan. A booklet explaining the plan has 
been distributed to the staff. 


A A A 


EMPLOYEE FILMS 


@ Two new employee training sound 
slide-films have been released for sale or 
rental by the Financial Public Relations 
Association, 231 So. La Salle St., Chi- 
cago 4. “Bankicide” explains the need 
for confidential relations with customers. 
“Sounds Good” shows what to do, and 
not to do, in telephone conversations. 
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Alabama’s 
Oldest Corporate 
Fiduciary 


invites your 
ancillary 
business in 
this State. 


BIRMINGHAM TRUST 
NATIONAL BANK 


BIRMINGHAM, ALABAMA 
Founded 1887 
Member Federal Deposit Insurance Corporation 
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ALABAMA 


Birmingham Emmette S. Tarrant appointed an 
BIRMINGHAM TRUST asst. trust officer. 
NATIONAL BANK 
Montgomery 
FIRST 
NATIONAL BANK 


John C. Curry named vice president 
and senior trust officer; J. D. Jolly, 
trust officer and vice president; and 
Charles L. Torbert, asst. trust officer. 


ARKANSAS 
Pine Bluff Wayne A. Stone elected president suc- 
SIMMONS ceeding Charles A. Gordon, elevated 


NATIONAL BANK to chairman of the board. Gordon was 


formerly trust officer. 


CALIFORNIA 


Long Beach 
SECURITY-FIRST 
NATIONAL BANK 


Sinclair B. Richie named vice presi- 

dent and trust officer. He has been in 

charge of the Long Beach office since 

January 1953, prior to which he was 

at the Los Angeles office trust department. 

Los Angeles Roy C. Winchell, asst. trust officer 
CITIZENS NATL. and manager of the escrow depart- 
Trust & SAVINGS ment, was named junior vice presi- 
BANK dent; Marvin E. Rex and James W. 

Wood promoted to asst. trust officers. 

During 1954 Harry Miller, trust officer in charge of pension 

and corporate trusts, retired under provisions of the bank’s 

pension plan. 





an 


PHILIP S. DALTON 
San Francisco 


MAURICE FREIS 
Los Angeles 


Rost. T. Scott 
San Francisco 


Los Angeles 
FARMERS & MER- 
CHANTS NATL. BANK 


Maurice Freis elected vice presi- 
dent and continues as asst. trust of- 
ficer; W. H. Ferris, asst. trust of- 
ficer, was named asst. vice presi- 
dent; and C. Corcoran, W. G. Pressnall and F. J. Wood 
were named asst. trust officers. 
Los Angeles 
UNION BANK & 
Trust Co. 
San Francisco 
ANGLO CALIFORNIA 
NATIONAL BANK 


Robert E. Fairfax became an asst. 
trust officer. 


Philip S. Dalton advanced from trust 
advisor to asst. vice president; James 
A. Keeley to asst. trust officer and 
assistant secretary. Dalton is a grad- 
uate of Harvard College, and is a director of the Estate 
Planning Council. 


Richard D. Brigham, vice president and director whose 
duties have included supervision of the bank’s public rela- 
tions program, will henceforth devote his entire attention 
to special assignments from the president in the field of 
development planning. W. H. Smith, vice president, has been 
placed in overall charge of the bank’s public relations and 
business development activities. 

San Francisco 
First WESTERN 
Bank & Trust Co. 


Joseph K. Clark was made asst. trust 
officer. 
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TRUST PERSONNEL CHANGES 


San Francisco 
WELLS FARGO 


Robert T. Scott, with Wells Fargy 
for 26 years, promoted to trust of. 


BANK ficer. 
COLORADO 
Denver Charles A. Baer advanced to trust 
COLORADO officer; Lester Jordon and R. H. Mar. 


NATIONAL BANK donald made asst. trust officers. 


CONNECTICUT 
Bridgeport Thomas A. Kiernan, office manager 
BRIDGEPORT-CITY of the trust department, made asst, 
TRUST Co. trust officer. 
Danbury Joseph W. Dumser, trust officer, ad- 


City NATIONAL 
BANK & TrRustT Co. 


vanced to vice president and trust of- 
ficer. 
New Britain 
NEW BRITAIN 
TRUST Co. 
New Haven 
First NATIONAL 
BANK & TRUST Co. 


Herbert E. Carlson elected vice presi- 
dent in addition to his present title of 
trust officer and secretary. 


Promotions: William G. Cleaver to 
senior vice president (from vice 
president and trust officer); John E. 
English and Grace E. Bourne to vice 
president and trust officer (from asst. vice president and 


trust officer); and Paul C. Benson and James W. Berrie to : 


trust officer. 


David Daggett elected asst. trust of- 
ficer. A World War II lieutenant j.g., 
Daggett participated in the invasion 
of Iwo Jima and Okinawze. He was 
recalled to active duty in 1950 and served in the Aleutians as 
a naval communications officer. 


New Haven 
SECOND 
NATIONAL BANK 


DISTRICT OF COLUMBIA 


Washington 
AMERICAN SECUR- 
ITy & Trust Co. 


Newly elected asst. trust officers: 
Charles B. Spring, Jr., Albert P. 
Thompson and Alfred L. White; Mrs. 
Lavinia C. Gray elected asst. trust 
investment officer and assistant secretary. 


Washington Warren R. Forster elected president 
MUNSEY succeeding Christopher H. Pope, who 
TrustT Co. continues as board chairman; and An- 


thony J. Byrne elevated to senior 
vice president. 


Washington 
NATIONAL METRO- 
POLITAN BANK 


Thomas H. Reynolds advanced to vice 
president and trust officer, while Ed- 
ward A. Dent, Jr., was made trust 
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officer. 


E. M. Glover elected a trust officer, 
having resigned as national bank ex- 
aminer in the office of the Comp- 
troller of the Currency where he 
specialized in trust examinations. Gail M. Hartmann, head 
of the accounting department, trust division, and Vincent 
C. Burke, Jr., named asst. trust officers. 


Washington 
RIGGS 
NATIONAL BANK 


FLORIDA 
Jacksonville S. W. Cahoon advanced to vice presi- 
FLORIDA dent and asst. trust officer; Norman 
NATIONAL BANK S. Stowe elected asst. trust officer. 
Orlando Clifford M. Hames raised to trust 
FIRST officer. 


NATIONAL BANK 
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S. W. CAHOON NORMAN S. WELCH Rost. S. SWAIM K. V. ZWIENER 





JOHN O. WILSON J. DONALD ORTH 


Jacksonville Atlanta Chicago Chicago Boston Detroit 
trust 

. Mac. GEORGIA Chicago Frank G. Anger elected president. 
* iitenie Norman S. Welch promoted to vice CHICAGO Former officers of Liberty National 
: ; : ; NATIONAL BANK Bank which merged with Chicago 

TRUST COMPANY president in the economic and invest- . 
: ; National elected as follows: Edward 

OF GEORGIA ment analysis department. With more 3 , ‘ ; 
than 20 years’ experience in invest- V. Contorer, vice president in charge of the trust department 
anager (which is now at Chicago National office); Alfred E. Gallo 


ment work, Welch heads up the analysis of investments of 


> asst, i ; : ; and Herman A. Kole, trust officers; and Richard J. Walker 
the bank’s trust assets, the largest of any in Georgia. He ; : 
: transferred from asst. cashier to asst. trust officer. 
a holds an A.B. degree from Princeton. 
oe Z ILLINOIS Chicago T. E. Cornell, Jr., M. B. Hagel and 
on City NATIONAL R. C. Montgomery made asst. trust 
Chicago Robert E. Straus elected president and BANK & Trust Co. officers. 
presi- AMERICAN NATL. Lawrence F. Stern to the newly cre- Chi G F. Sis iliac haa 
‘itle of BANK & Trust Co. ated position of chairman of the nc saa ee eee re th, 
board. Straus, a senior officer since ees ee . ae : a SUS?» 
rer to the bank opened in 1933, has served in numerous capacities NATIONAL BANK elected RP anecey: — yon E. 
vine with the Community Fund of Chicago, is a director of the Brandriff and Lucian B. ilkinson, 


trust officers, were elected asst. vice presidents; Robert K. 


Chicago Better Business Bureau, a member of the Execu- 
hn E, ¥ Hudson and Robert E. Taylor, asst. trust officers; and 


tive Board of the Chicago Council, Boy Scouts of America, 





pee ah Sees eflhies aed Uisasbin of tha Semis Ciitinents Arthur L. McKee asst. secretary in the trust department. 

rie tof Bureau. Stern, who served as president since 1940, is also Chicago Kenneth V. Zwiener elected president 
president of the Chicago Clearing House Association and HARRIS TRUST to succeed Mark A. Brown (retiring 
served as president of Michael Reese Research Foundation. & SAVINGS BANK under the bank’s pension plan); and 

st of- He is currently president of the Institute of Psychoanalysis. John G. Searle named chairman of the 

ade Edwin M. Bennett was appointed asst. trust officer. directors’ trust committee. Zwiener, 49, joined Harris Trust 
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F. E. O’DONNELL 
Boston 


A. R. MacKay 
Boston 


F. D. JEROME 
Boston 


in its San Francisco office after graduation from U. of Cali- 
fornia, moving to Chicago in 1932. 


Chicago Roland H. Bradley and Richard A. 
NORTHERN Day appointed assistant secretaries in 
TRUST Co. the trust department. Bradley directs 


negotiation and closing of sales of 
trust department real estate, while Day will assume super- 
vision of the management and maintenance of trust depart- 
ment properties. E. Melvin Ellingsen, elected assistant man- 
ager of the trust operating division. 


INDIANA 
Whiting 
STATE BANK 


G. P. Smith, formerly executive vice 
president and trust officer, elected 
president succeeding John F. Anton. 


IOWA 

Des Moines 
CENTRAL NATIONAL 
BANK & Trust Co. 


Fred Koch and Raymond G. Johnston 
became asst. trust officers. 


KANSAS 
Kansas City 
COMMERCIAL 
NATIONAL BANK 


Thomas C. Hurst advanced from asst. 
trust officer to trust officer. 


LOUISIANA 
New Orleans 
HIBERNIA 
NATIONAL BANK 


William H. Solis, assistant cashier 
and with the bank since 1933 in 
various departments, appointed asst. 
trust officer. 


New Orleans 


NATIONAL BANK 
OF COMMERCE 


Robert D. Hess appointed director of 
public relations and Joseph C. White 
promoted to assistant to the president 
and secretary to the board of directors. 


Shreveport Jackson Smith named asst. trust of- 
COMMERCIAL ficer. 
NATIONAL BANK 
MASSACHUSETTS 
Boston John O. Wilson elected vice president 
MERCHANTS and trust officer; David C. Ewart a 


NATIONAL BANK trust officer. 


Boston Vice presidents elected: Franklin D. 
OLD COLONY Jerome, Allister R. MacKay and 
TRUST Co. Frank E. O‘Donnell; trust officers: 


George A. Davidson and Harris Rich- 





E. V. GEARY 
Kansas City, Mo. 


NOEL L. MILLS 
Jackson, Miss. 


ERNEST J. BARBER 
Jackson, Miss. 
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A. PERRY ForRD | 
Jackson, Miss. 


P. S. BRORBY 
Minneapolis 


JOHN D. Witcox 
Kalamazoo 


ardson, Jr.; asst. trust officers: Thomas R. Ayer, Waldo f, 

Dodge and Bartlett Harwood, Jr.; investment officer: A. E, 

Schwartz; trust representatives: Weston B. Belcher and 

Joseph Healy; and Robert B. Minturn, assistant secretary, 

Greenfield 
FRANKLIN COUNTY 
TrRusT Co. 


John W. Haigis, Sr., president for 
the past 28 years, resigned and was 
succeeded in that post by Herbert V, 
Erickson, formerly executive vice 
president and trust officer. Mr. Haigis becomes chairman of 
the board of directors, the trust committee and the invest- 
ment board. Erickson joined the bank in 1923, as trust off- 


cer, coming from Union Trust Co. of Springfield. 
MICHIGAN 
Bay City Axel G. Larson replaces D. J. Curry 
Bay Trust Co. as treasurer and trust officer. 
Detroit Norman D. Lau promoted to assistant 
DETROIT vice president in the real estate de- 
TrRusT Co. partment, and B. C. Wilcox to as- 


sistant secretary. Lau is vice presi- 

dent of the Detroit Real Estate Board. 
Detroit J. Donald Orth advanced to second 
MANUFACTURERS vice president and trust officer; Dud- 
NATIONAL BANK ley W. Apps to trust officer; Stuart 
F. Dingle to asst. trust officer. 
John D. Wilcox elected vice president 
and trust officer and placed in charge 
of the trust department. 


Kalamazoo 
First NATIONAL 
BANK & Trust Co. 


MINNESOTA 

Minneapolis Kenneth H. Dally and Harris B. Hal- 
MARQUETTE verson advanced to trust officers. 
NATIONAL BANK 

Minneapolis John W. Hunt promoted to assistant 
MIDLAND vice president, trust new business de- 
NATIONAL BANK partment. 

Minneapolis Paul S. Brorby, formerly asst. vice 
NORTHWESTERN president in corporate trust depart- 


NATIONAL BANK ment, advanced to vice president. Four 
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new asst. trust officers appointed: 
Orrin A. Hanson, Henry I. Hewitt, Willis F. Shaw and War- 
ren F. Weck, Jr. 


MISSISSIPPI 


Noel L. Mills and Ernest J. Barber 
advanced from trust officers to vice 
president and trust officer. Mills at- 
tended Bowling Green U., came to 


Jackson 
DEPOSIT GUARANTY 
BANK & Trust Co. 





TuHos. W. HESLIN 
New York 


J. R. BOCELL 
Kansas City, Mo. 


DANIEL J. MONEN 
Omaha 
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Deposit Guaranty in 1937, and is president of the Estate 
Planning Council of Mississippi. Barber attended the Grad- 


‘Buate School of Banking, Rutgers U., was associated with 


he Federal Reserve Bank in Atlanta and Dallas and the 
first National Bank in Dallas, before joining a prede- 
cessor institution of Deposit Guaranty. 


A. Perry Ford promoted to trust offi- 
cer. He was formerly with Trust Com- 
pany of Georgia and the National 
Bank Examining Division of the 
Treasury Department prior to joining First National. 


Jackson 
FIRST 
NATIONAL BANK 


MISSOURI 


Edward V. Geary advanced from 
City NATIONAL estate planning officer to trust officer, 
BANK & TRUST Co. while James R. Bocell became trust 

oficer. Geary, a graduate of Kansas U. Law School, formerly 

was assistant bank and trust examiner with the Federal Re- 

serve Bank in Kansas City. Bocell is a graduate of the U. 

of Kansas City Law School, and for the past five years has 

handled operations and personnel for the trust department. 


Kansas City 


Appointed asst. trust officers were 
Gordon Wells and Paul Abrahams. 


Kansas City 
FIRST 
NATIONAL BANK 


NEBRASKA 
Qmaha Daniel J. Monen was named senior 
OMAHA vice president; Clark W. Carnaby, 


NATIONAL BANK Jr. and John R. Cockle, trust officers; 


and Thomas N. Moore elected asst. 





trust officer. Monen has been associated with the estate and 
trust department since 1924 and is largely responsible for 
its development. Carnaby, Cockle and Moore are Creighton 
U. Law School graduates. 





NEW JERSEY 


Hudson George J. Allen promoted to vice 
HuDSON president and trust officer. 
TRusT Co. 

Montclair Alex Weimer, formerly vice presi- 
FIRST dent and trust officer, named senior 


vice president; Edmund F. O’Neill and 
Frederick H. Hughes promoted to 


NATIONAL BANK 


trust officers. 

E. B. Pigeon has joined the bank as 
vice president and trust officer, hav- 
ing resigned as trust officer of FRostT 
NATIONAL BANK, San Antonio, Texas. 


Summit 
First NATIONAL 
BANK & TrRusT Co. 


Summit John P. Camilli appointed asst. trust 
SUMMIT officer. 
Trust Co. 
NEW YORK 


Robert S. Scheu elected trust in- 
vestment officer at Buffalo; and 
Paul K. Wustrack promoted from 
trust officer to asst. vice president 
and Jerome J. McDonald elected asst. trust officer, at 
Niagara Falls office. 

New Rochelle Arthur J. Geoghegan became presi- 
First WESTCHESTER dent and chief executive officer suc- 
NATIONAL BANK ceeding Ernest H. Watson, elected 

chairman of the board. 


Buffalo & Niagara Falls 
MARINE TRUST Co. OF 
WESTERN NEW YORK 


New York James W. Kelleher promoted to trust 
City BANK officer. 
FARMERS TRUST Co. 

New York Thomas W. Heslin appointed a vice 
MANUFACTURERS president. A graduate of St. John’s 
TRUST Co. U. Brooklyn Law School and the 


Graduate School of Banking at Rut- 
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E. W. SENGHAS 
Cleveland 


NELSON FRIEDMAN 
Cleveland 


F. J. HAFFNER 
Cleveland 


gers U., Heslin is a member of the New York Bar. He 
joined the personal trust department of the bank in 1947; 
was made a trust officer in 1950. 


New York George C. Textor, who joined the com- 
MARINE MIDLAND pany in 1916 as an office boy, was 
Trust Co. elected president. James G. Blaine, 


president since 1927, elected to the 
new post of chairman, and will be chief executive officer for 
1955. Roy S. Greer, former assistant secretary, new business 
department, advanced to asst. vice president. 


Poughkeepsie 
FIRST 
NATIONAL BANK 


Paul J. Miller,, asst. vice president, 
also named trust officer. In the lat- 
ter post he will succeed Robert R. 
Becker, who is retiring. 


Syracuse Francis A. Feil promoted to trust 
MARINE MIDLAND officer; Reginald A. A. Cavanagh to 
Trust Co. OF asst. trust officer. William S. Squire 
CENTRAL NEW YORK elected a trust officer, coming from the 

position of Divisional Attorney for the 

Bendix Aviation Corp. Squire is a graduate of Syracuse 

U. School of Law, and previously was a trust representa- 

tive for Syracuse Trust Co. 


Former trust officer James A. Close 
promoted to vice president and in- 
vestment officer. 


Syracuse 
MERCHANTS NATL. 
BANK & TrRustT Co. 


NorTH CAROLINA 


Charlotte 
UNION 
NATIONAL BANK 


Everett C. Stevenson promoted from 
trust officer to asst. vice president and 
trust officer. 

R. C. McElroy, Jr., a 1947 graduate 
of U. of North Carolina, named trust 
investment officer. 


Greensboro 
SECURITY 
NATIONAL BANK 


Winston-Salem 
WACHOVIA BANK 
& Trust Co. 


Edgar P. Roberts, account analyst in 
the trust investment division, elected 
asst. trust officer. 


OHIO 
Cincinnati Upon the retirement of Waldo E. Pier- 
FIRST son as chairman, Reuben B. Hays, 


NATIONAL BANK president, became chairman and chief 
executive officer; Fred A. Dowd, presi- 
dent of the Atlas National which became a part of First 
National at the close of business December 30, succeeds Mr. 


Hays as president of First. 


Three assistant trust officers appointed were: Linden C. 





J. T. LIESER 
Cleveland 





A. G. CLARK 
Cleveland 


E. H. WALLACE 
Cleveland 








a 
TuHos. C. HUGHES 
Philadelphia 





POSTELL HEBERT 
Memphis 


J. J. SCHWITZ 
Cleveland 


Sahlfield (investment unit); Harry C. Haverkos (income tax 
and corporate trust sections) ; and Herman J. Guckenberger, 
Jr. (former trust officer of Atlas National). 


F. E. Grannen succeeds Howard Y, 
Lissenden as vice president and — 
officer in charge of the trust depart. 
ment, the latter having retired after 
45 years of service with Lincoln, 28 of which have been 
devoted to the organization and operation of the trust 
department. Guido J. Gores has been raised from asst. trust 
officer to trust officer. 
Cleveland 

CENTRAL 

NATIONAL BANK 


Cincinnati 
LINCOLN 
NATIONAL BANK 


John T. Lieser and Eugene H. Wallace 
elected vice presidents, and Albert G. 
Clark an asst. vice president. The 
three have a combined total of more 
than 60 years experience in trust administration, Lieser re- 
cently as a trust officer of the corporate division, Wallace as 
trust officer in the personal trust division; and Clark in the 
investment division of the trust department. 


Cleveland Promotions: to vice presidents — F, 
CLEVELAND J. Haffner, from trust officer in cor- 
TRUST Co. porate trust, and Nelson Friedman 


from asst. vice president in charge 
of estate planning; to trust officers: E. W. Senghas and 
J. J. Schwitz, from asst. trust officers, estates department; 
and asst. vice presidents: R. B. Grandin and S. W: Clements, 
from trust investment officers. Haffner has been in corporate 
trust work at the bank for 36 years, while Friedman has 
been in estae planning since 1946. 


Cleveland Cecil S. Braund elected vice president; 
NATIONAL Robert B. Blyth resigned as_ vice 
City BANK president and senior investment offi- 


cer to accept appointment as As- 
sistant to the Secretary of the Treasury. Braund started his 
banking career in 1919, joined National City as a trust clerk 
in 1933, was elected a trust officer ten years later, and an 
asst. vice president in 1950. 


Columbus R. G. Bigelow advanced to trust of- 
HUNTINGTON ficer. 
NATIONAL BANK 
PENNSYLVANIA 


Bryn Mawr Charles B. Humpton retired as trust 
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Bryn MAWR 
TrRusT Co. 
Philadelphia 
PHILADELPHIA 
NATIONAL BANK 


officer. 


Thomas C. Hughes has joined the per- 
sonal trust department as a trust of- 
ficer. From 1929 to 1941 he was with 
Scudder, Stevens and Clark, invest- 





B. W. TURNBULL 
Richmond 


F. A. Dowp 
Cincinnati 


R. B. Hays 
Cincinnati 
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THAD BARRINGTON, JR. 


Dallas 


W. F. WORTHINGTON 
Dallas 


GEO. W. BRIGGS 
Dallas 


ment counselors, leaving to join the investment department 
of The Penn Mutual Life Insurance Co. From 1947 to 1949 
he was with Connecticut Life Insurance Company, special- 
izing in estate planning. Since then he has been with the 
trust department of Tradesmans Land Title Bank & Trust 
Co. Hughes is a graduate of Princeton U. 


Pittsburgh Foster M. Mohney, Jr., William T. 
FIDELITY Copes and Frank W. Knisley were 
TRUST Co. named trust officers. 

Wilkes-Barre Darrel Crispell joined the bank as a 
WYOMING trust officer, returning to the insti- 


NATIONAL BANK tution in which his banking career 


began in 1936. 


RHODE ISLAND 


Westerly Thomas Perry retired as president and 
WASHINGTON trust officer. Alfred C. Baker suc- 
Trust Co. ceeds him as president, and George 

W. Ward was named trust officer. 
TENNESSEE 
Memphis John E. Brown elected president to 


UNION PLANTERS 
NATIONAL BANK 


succeed Arthur W. McCain, now vice 
chairman of the board. Postell Hebert, 
who joined the bank in 1929 and be- 
came a trust officer in 1950, elected vice president and trust 
officer. 


TEXAS 
Dallas George Waverly Briggs retired as 
FIRST vice president and senior trust officer, 


NATIONAL BANK and is succeeded in that post by W. 
F. Worthington, formerly vice presi- 
dent and trust officer. Briggs, who has served the bank 35 
years and has for a long time been head of the trust depart- 
ment, has been elected honorary senior trust officer. He has 
made many civic, charitable and cultural contributions to 
his community, is widely known as a writer and speaker, 
and in 1919 he was commissioner of insurance and banking 
for Texas. Worthington joined First National in 1923. 


Dallas 
MERCANTILE 
NATIONAL BANK 


Ben J. Kerr, Jr. advanced to trust 
officer; Thad Barrington, Jr. elected 
trust officer; and John C. Sans an 
asst. trust officer. 


Dallas Rae Clifton and L. R. Hamner, Jr., 
REPUBLIC promoted to trust officers. 
NATIONAL BANK 

Houston Francis Marion Law retired as chair- 
FIRST man of the board, in which position 


NATIONAL BANK he is succeeded by P. P. Butler. Mov- 
ing into the presidency is W. A. Kirk- 
land, formerly executive vice president. 
Houston Patrick H. O’Donnell, Jr., appointed 
Houston BANK asst. trust officer. 
& Trust Co. 
Houston 
SECOND 
NATIONAL BANK 


David Weintraub advanced to vice 
president and trust officer. A graduate 
of the U. of Florida with an L.L.B. 
degree, he practiced law in Miami and 


Fesruary 1955 
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DAVID WEINTRAUB 
Houston 


W. A. KIRKLAND 
Houston 


BEN J. KERR, JR. 
Dallas 


San Antonio before coming to Houston, joining the prede- 
cessor San Jacinto National Bank in 1943. 


Midland B. J. Clark, trust officer, has been 
FIRST given the added title of vice presi- 
NATIONAL BANK dent. 

VERMONT 

Bennington William B. Shea named vice presi- 

FIRST dent and trust officer. 


NATIONAL BANK 


VIRGINIA 

Charlottesville John Fischbeck appointed asst. trust 
NATIONAL BANK officer. 

& Trust Co. 

Danville Landon C. Horne, vice president and 
FIRST trust officer, also elected a director. 
NATIONAL BANK 

Lynchburg James BR. Gilliam, Jr., resigned as 


LYNCHBURG TRUST 
& SAVINGS BANK 


president and became chairman of 
the board, and is succeeded by Paul 
E. Sackett, elected president and trust 
officer. Gorham B. Walker, Jr., advanced to vice president and 
trust officer; and Raymond J. McGregor elected secretary- 
treasurer. 
Richmond 
SAVINGS BANK 
& TRUST Co. 


Charles E. Wingo, III, elected vice 

president and trust officer to succeed 

the late Arthur C. Sanders. His entire 
banking career, since 1936, has been 
with the First & Merchants National Bank, where he had 

been asst. trust officer since 1948. 

Richmond 
STATE-PLANTERS 
BANK & TRusT Co. 

Roanoke 
MOUNTAIN 
TRUST BANK 


B. Walton Turnbull promoted to trust 
officer; Randolph B. Cardozo elected 
asst. trust officer. 

John W. Boyle, vice president and 
director, elected first vice president. 
Boyle was formerly vice president of 


Title Guarantee & Trust Company 
of New York. 
WASHINGTON 
Tacoma Harvey H. Pasic promoted to asst. 
BANK OF trust officer. 
CALIFORNIA N. A. 
CANADA 
Toronto J. G. Hungerford, executive vice presi- 
NATIONAL dent, elected president succeeding R. 
TRUST Co. A. Laidlaw; H. H. Wilson elected a 


director and vice president, retaining 
his post as general manager. 


Serer: 





J. G. HUNGERFORD 
Toronto 


JOHN W. BOYLE 
Roanoke 


HarrRY H. WILSON 
Toronto 
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TRUST MERGERS, CHANGE OF 
NAME and NEW TRUST POWERS 


Los Angeles & Pomona, Cal.—A meet- 
ing of shareholders of CALIFORNIA BANK 
has been called for February 28 to con- 
sider a proposal to merge the FIRstT 
NATIONAL BANK of Pomona and the 
CALIFORNIA TRUST Co. into the first above 
named. California Trust is owned en- 
tirely by California Bank and conducts 
exclusively a trust business. By merging, 
trust facilities will be more readily avail- 
able at the branch offices. 


Miami Beach, Fla.—MERCANTILE Na- 
TIONAL BANK, granted trust powers un- 
der the Federal Reserve Act as of Decem- 
ber 20, 1954, will have Anthony Vroon, 
vice president, in charge of the trust de- 
partment part time. 


Wilmington, Del— WILMINGTON TRUST 
Co. merged under the charter and title 
with INDUSTRIAL TRUST Co. The former 
head office and branches of Industrial 
Trust will be operated as branches by 
the continuing bank. 


Chicago, I1l.—Liserty NATIONAL BANK 
on January 17 transferred its trust 
department to the CHICAGO NATIONAL 
BANK, to serve as a nucleus for such a 
department at Chicago National, which 
does not have a trust department at 
present. The merged bank will have re- 
sources of about $186 million. 


Columbus, Ind.—IRWIN-UNION TRUST 
Co. has changed its title to IRWIN UNION 
BANK & Trust Co. 


Boston, Mass. — Consolidation of the 
SECOND NATIONAL BANK and the STATE 
STREET TRUST CO. was approved by 
shareholders of each bank. It is expected 
that the new institution, SECOND BANK- 
STATE STREET TRUST Co., will open for 
business on February 21. (See Jan. 
T&E, p. 66, for details.) 


St. Joseph, Mo.—TooTLE-Lacy NATION- 
AL BANK has changed its name to TOOTLE 
NATIONAL BANK, effective February 1. 


Billings, Mont. Shareholders of 
MONTANA NATIONAL BANK have decided 
to change the bank’s name to First Na- 
TIONAL BANK, subject to approval of the 
Comptroller’s office. 


New York, N. Y.—CHASE NATIONAL 
BANK and the BANK OF THE MANHAT- 
TAN Co. directors have agreed to merge 
under the charter of the Bank of the 
Manhattan Co. which was originally is- 





TRUST DEPARTMENT 


Rapidly growing Trust Department of 
Boston Bank needs additional administra- 
tion officers. Legal or trust administrative 
experience necessary. Men in thirties pre- 
ferred. Original inquiry should include 
outline of education, experience and ex- 
pected salary. 


Box H52-1, Trusts and Estates 
50 East 42nd St., New York 17 











sued by the New York Legislature in 
1799. It was emphasized that the merger 
would result in a joinder of the two 
banks rather than a taking over of one 
by the other. The name would be the 
CHASE MANHATTAN BANK, and it is con- 
templated that John J. McCloy, as chair- 
man of the board of directors, and J. 
Stewart Baker, as chairman of the ex- 
ecutive committee and president, will be 
the chief executive officers. Percy J. 
Ebbott, president of Chase, will continue 
as a vice chairman although he has 
reached retirement age. Graham B. 
Blaine, vice chairman of Manhattan, will 
continue in that position, and Lawrence 
C. Marshall, who is now president of 
Manhattan, will become an executive vice 
president. Edward L. Love, George 
Champion and David Rockefeller, who at 
present are senior vice presidents of 
Chase, will become executive vice presi- 
dents. All other personnel will continue 
with the combined institution, which 
would be second largest in the nation 
with $7,576,331,000 combined resources at 
year end, and a city-wide system of 87 
offices. 


Cincinatti, Ohio—SOUTHERN OHIO SAV- 
INGS BANK & TrRusT Co. has converted 
into a national bank under the title of 
SOUTHERN OHIO NATIONAL BANK, effec- 
tive December 31, 1954. 


Hillsboro, Ore.—In connection with the 
merger of COMMERCIAL BANK of Oregon 
into the UNITED STATES NATIONAL BANK 
of Portland, Ralph H. Shumm, vice 
president and trust officer of the Hills- 
boro institution, was made an asst. trust 
officer of U. S. National, while John L. 
Searcy was named a vice president. 


Chester, Pa. DELAWARE COUNTY 
Trust Co. is in voluntary liquidation and 
is transferring its trust business to the 
FIDELITY-PHILADELPHIA TRUST Co. 


Philadelphia, Pa. Stockholders 
voted February 14th to shorten the 
name of TRADESMENS LAND TITLE BANK 
& Trust Co. to TRADESMENS BANK & 
TRUST Co. 


A A A 
IN MEMORIAM 


DOUGLAS DRUMMOND, trust officer of 
First Trust & Deposit Co., Syracuse, 
Ne Ys 


Harry W. Moss, assistant trust officer 
at UNITED STATES NATIONAL BANK of 
Portland, Oregon, where he had been 
head of the tax section in the trust de- 
partment. 


HAROLD H. PETERSON, assistant secre- 
tary of the trust department, First Na- 
TIONAL BANK of Minneapolis, Minn., 
since 1944, and with the bank since 1922. 


JAMES P. SCHRIDER, vice president and 
trust officer of TOLEDO TRUST Co. 


ARNOLD N. SLOAN, trust officer of 
WACHOVIA BANK & TRUST Co., Winston- 
Salem, N. C. 


OOOO OOOOOOOOOOOOOOOOVOOOOD 


TRUST : 
EMPLOYMENT EXCHANGE § 


a a ae Se 








Address correspondence to Trusts 
and Estates, 50 E. 42nd St., New 
York 17, attention Employment Ex- 
change, with code number. 


Boston trust department wants ad- 
ministrative officers with legal or trust 
experience. See ad H52-1 


St. Louis trust department seeks young 
lawyer to sell trust services. See ad 
Box 1575 


Executive with over 35 years’ experi- 
ence in all phases of banking and trust 
work seeks new connection, as result of 
bank merger, as trust official or as- 
sistant to top bank management. 52-3 


Certified public accountant (N. Y.), 
39, with diversified experience in trust 
accounting, presently employed as comp- 
troller, desires position in trust admin- 
istration. 51-1 


Trust officer, in 30’s, with experience 
in operations, administration, and estate 
planning, seeks position with broader 
opportunities. 51-2 


A A A 


Fidueciaries Elect 


Ohio Fiduciaries Research Association: 


President: Stephen J. Balog, vice 
president and trust officer, Toledo Trust 
Co. 


Trust Operations Officers’ Association of 
Philadelphia: 


President: J. Norman Miller, assistant 
vice president, Provident Trust Co. 


Vice Pres.: John A. Cost, assistant 
vice president, Fidelity-Philadelphia 
Trust Co. 

Sec.-Treas.: J. Harold Stephens, as- 
sistant vice president, Tradesmens Land 
Title Bank & Trust Co. 


Corporate Fiduciaries Association of 
New York City: 


President: Robert M. Lovell, vice 
president, Hanover Bank. 
Vice Pres.: Robert A. Jones, vice 


president, Guaranty Trust Co. 


Sec-Treas.: Kenneth Hackier, trust of- 
ficer, City Bank Farmers Trust Co. 
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LAWYER FOR 
TRUST DEPARTMENT 


An unusual opportunity for young lawyer 
in rapidly growing Trust Department of 
St. Louis bank. Outside work selling trust 
services to individuals. Man selected will 
be trained in new business techniques. 
Write fully stating salary, etc., to P. O 








Box No. 1575, St. Louis, Mo. 
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New York State Trust Earnings 
Up 4.7% 


Trust department earnings of $64,- 
973.000 for 218 New York State banks 
and trust companies exceeded by 4.7% 
the $61,952,000 earned by trust de- 
partments of the 228 reporting institu- 
tions in 1952, according to figures in 
the 1954 annual report of retiring Super- 
intendent of Banks, William A. Lyon. 
The increased dollar earnings, however, 
were 10.52% of total current operating 
earnings in 1953 compared with 11.12% 
in 1952. 


Institutions in New York City had 
trust department earnings of $61,042,- 
000 in 1953 (12.39% of total for these 
hanks) compared with $57,853,000 
(12.87% of total) for 1952. Trust de- 
partments outside of New York City did 
not quite reach the 1952 level. Their 
earnings aggregated $3,831,000 (3.09% 
of total) in 1953 as against $4,099,000 


(3.82%) in the previous year. 


Corporate trustees in New York are 
reported to have held $5.5 billion in 
private pension funds with an estimated 
annual increase of over $600 million. 
Reporting on a study of pension funds 
now under way, Superintendent Lyon 
said that a preliminary survey shows 
that out of 266 trust companies and 
national banks with trust powers in the 
State, 98 act as trustee or agent for one 
or more employee welfare plans, and the 
total number of plans serviced by them 
aggregates 2,195. 


In five years dollar volume of discre- 
tionary Common Trust Funds within the 
State grew from $69 million to $237 





COMMON TRUST FUNDS IN NEW YORK 
Comparative Volume and Asset Composition 
as Per Cent of Each Total Fund 


(as of Oct. 31, 1954) 





(ON MARKET VALUES) 











U.S. GOVERNMENTS 
EEE] OTHER BONDS 
WH CASH 

(—] MIsceELLANeous 


EA. PREFERRED STOCKS 
BANK AND INSURANCE 
COMMON STOCKS 


HR OTHER COMMON STOCKS 








a 





From N.Y. State Banking Department Report 


Fepruary 1955 





million, while the legal funds had an 
even greater percentage growth from $26 
million to $118 million. In the discre- 
tionary group holdings of U. S. govern- 
ments dropped from 36% of resources 
to 16%, investment in other bonds rose 
from 15% to 29%, and common stock 
shares increased from 39% of assets to 
46%. Preferred stocks declined slightly 
from 10% to 9%. 


The legal funds followed a similar 
pattern, reducing Governments from 
62% to 31% and expanding other bonds 
from 14% to 36%. Common stocks rose 
from 23% to 31%. Holdings of pre- 


ferred stocks remained nominal. 


A A A 


Community Trust Saves 
Inoperative Charitable Funds 


Supreme Court orders in Westchester 
and New York Counties in January 
directed the obsolescent remainders of 
two long-dormant funds into the New 
York Community Trust for administra- 
tion. One fund, established for scholar- 
ships more than 25 years ago through 
donations to the University Club of 
Mt. Vernon, has been inactive since 
1937, and the club no longer exists. A 
balance of $838 was ordered into the 
custody of the Chase National Bank as 
trustee for the Community Trust, to 
apply it as one of a group of funds 
in furtherance of charitable, educational 
and recreational projects in that county. 


Following violence in the Bronx in 
December, 1943, apparently stemming 
from racial and religious differences, 
and resulting in one boy’s face being 
so slashed as to require surgery, the 
New York Post accepted contributions 
to take care of the medical costs. Sur- 
geons donated their services and a 
balance was left in the fund. The Post 
is now authorized to pay the remaining 
$3,205 to Chemical Corn Exchange 
Bank as trustee for the Community 
Trust to be applied “in furtherance of 
the alleviation of needy victims of ra- 
cial or religious discrimination, hatred 
or persecution.” 


These two supplement other cases of 
inoperative funds rescued through the 
medium of the Community Trust. 
“There are untold similar instances of 
money for charitable purposes lying 
idle—large sums for which the original 
purposes no longer exist,” said W. 
Earle Andrews of the Distribution Com- 
mittee of the Community Trust, “The 
Trust is glad to be a medium of sav- 
ing such funds from the ‘dead hand’... 
to put the money back to work again.” 


New High in Philanthropy 


Philanthropic gifts and bequests in 
the United States reached new high 
levels in 1954, according to an index 
based on a study of ten large cities 
made public in January by John Price 
Jones Company, Inc., New York City 
fund-raising and public relations con- 
sultants. 


Publicly announced gifts in the ten 
cities included in the study increased 
during 1954 to $473,045,413 as against 
$401,060,586 in 1953. Bequests totaled 
$130,001,969 in 1954 compared with 
$94,029,380 in 1953. 
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Trust Conference 
Highlights 


(Continued from page 96) 


Our country’s expanding economy 
presents a challenge to know our costs, 
to see what can be done toward reducing 
them, and then to establish a compensa- 
tory fee schedule, he said, as well as a 
threat to our continued existence if we 
choose to do nothing and suffer greater 
losses. A trust department like any other 
business, should operate at a profit, and 
cost accounting can be a valuable aid to 
management in reaching this goal. 


Mr. Cookenbach then joined a panel 
on Problems of Smaller Trust Depart- 
ments, presided over by Ralph A. Mc- 
Ininch, president of Merchants National 
Bank of Manchester, N. H. (See sum- 
mary at page 130.) 


The concluding business session was 
devoted to selected phases of the Internal 
Revenue Code of 1954. Joseph Tracht- 
man, of the New York law firm of 
Trachtman and Wolf, reviewed the 
changes made in the estate and gift tax 
provisions, pointing out that except for 
the elimination of the premium pay- 





Like having your own 
Trust Department 


right here 


LIN 
PHILADELPHIA 





Tradesmens Land Title has the 
facilities to handle trust prob- 
lems of all kinds—the enthusiasm 
to do a thorough, finished job— 
the experience to know the 
quick and practical way to do it. 

Banks in the other 47 States 
are cordially invited to refer 
their Pennsylvania trust matters 
to Tradesmens Land Title. 


Tradesmens Land Title 


BANK AND TRUST COMPANY 
PHILADELPHIA 
Broad and Chestnut 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER FEDERAL RESERVE SYSTEM 











ment test for estate taxation of life in- 
surance proceeds there has been no 
great change requiring revision of es- 
tate plans or estate planning theory. 
Even in respect of the insurance ques- 
tion, Mr. Trachtman, who is adjunct 
professor of law at New York University 
School of Law cautioned against em- 
bracing this tax saving opportunity be- 
cause, as he put it, the ball has not yet 
stopped bouncing and there may well 
be a return to the dual test of includibil- 
ity — premium payment or ownership 
of incidents in the policy. (See report 
at page 104.) 


Following his address Mr. Trachtman 
joined a panel which undertook to an- 
swer questions in the main dealing with 
preparation of the new Fiduciary Income 
Tax Return Form 1041 which has pre- 
sented new problems arising out of the 
drastic revision of the law on trust in- 
come taxation. Panel leader Carlysle A. 
Bethel, senior vice president and trust 
officer of Wachovia Bank and Trust Co., 
Winston-Salem, warned the audience not 
to rely blindly on the answers because 
of the many areas of uncertainty on 
which there has been no official pro- 
nouncement, but merely take them into 
with local counsel. (See summary at 
page 127.) 

At the concluding session, announce- 
ment was made of the proposal to ex- 
pand very considerably the content of 
the Trust Bulletin. In making the an- 
nouncement Gilbert T. Stephenson indi- 
cated that the format would be changed 
and enlarged but did not give particulars 
as to the new features to be incorporated, 
in addition to the “President’s Page” 
and a personnel changes section intro- 
duced in the January issue. Mr. Ste- 
phenson also urged banks to distribute 
copies of the Bulletin more widely to 
their officers, staff and directors, and to 
bind them. 

A A A 


Our Responsibility 


(Continued from page 101) 





system should teach us that we are los 
if we put our faith only in the writings 
of the Constitution. If its principles are 
to be preserved, our responsible citizens 
must re-dedicate themselves to those 
principles and zealously practice and 
preach them. We must not surrender 
our private affairs to the control of gov. 
ernment for the sake of temporary ad. 
vantage, and we must recognize that 
freedom for ourselves means freedom 
for our economic rivals as well. 


Lest I be challenged in my belief that 
we have strayed down the road of social. 
ism, let me read what Earl Browder, 
former leader of the Communist Party 
in America, says in a recent pamphlet: 

State capitalism leaped forward to 

a new high point in America in the 

decade of 1939-1949 .... state capi- 

talism, in substance if not in formal 
aspects, has progressed farther in 

America than in Great Britain under 

the labor government, despite its na- 

’ tionalization of certain industries, 











which is a formal stage not yet 

reached in America; the actual, sub- 

stantial concentration of the guiding 
reins of national economy in govern- 
mental hands is probably on a higher 

level in the U. S. A. 

In response to our responsibilities as 
lawyers and trustmen to give leadership, 
as our predecessors gave leadership in 
establishing this country — we could do 
no better than here rededicate ourselves 
to the true principles of government 
established by the Constitution, and re- 
solve that the American characteristics 
of independence, thrift, and individual 
liberty shall be restored. We must keep 
in mind that expediency is a poor sub- 
stitute for integrity; that leadership de- 
mands constant vigilance and dedication 
to the principles that underlie our great 
professions: and that complacency is 
the forerunner of bondage. 
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Major New York Fiduciary 
Decisions in 1954 


4. Matter of Miller, N.Y.L.J. March 
29, 1954, held that the devise of all the 


real estate owned by the testator did 


two measuring lives and postponing 
possession and delivery to age forty- 
five. This case indicates that the Surro- 











lost Eight major New York decisions in not include, in the absence of proof of gates Courts are not yet overextending 
tings the sae and estate field during 1954 contrary intention, stock in an incorpo- the present New York rule against per- 
5 are were reviewed by Edward R. Finch, Jr., rated cooperative apartment and the -petuities, Mr. Finch concluded. 
rex: at the annual meeting last month of the accompanying proprietary lease. With AAA 
~, PBanking Law Section, New York State the growing popularity of incorporated 
rr Bar Association. cooperative apartments, observed Mr. Tracers Company Creates 
nder 7 or Finch, the decision points up a most TV Show 
gov. il. Matter of Bisconti, 306 N.Y. 442 important consideration in the drafting , , 
y ad- f(June °54 T.&E., p. 596) shows that a o¢ yin. The first two of twenty-six half-hour 
that fpower to invade principal for specific ; me TV films called “The Tracer,” based 
dom f purposes “or otherwise” permits the de- 5. Matter of Chadwick, N.Y.L.J. on the actual files of the Tracers Com- 
struction of a trust. The Court of Ap- Nov. 8, 1954, held that, in the absence pany of America, have been completed 
that Epeals, reversing the courts below, held of a testamentary direction to the con- in New Orleans and San Francisco. The 
cial. Ethat the trustee could pay the entire 'TY- the annual payment of 10% of balance will be shot in other cities 
wder, § trust to the life beneficiary immediately principal to a beneficiary must be — throughout the United States. Exclusive 
Party falter its commencement. The decision puted rea the amount of the principal tele-film rights have been obtianed by 
hlet: highlights the importance of using ‘™#@!ning on hand at the time each the Parker-Rogers Productions of Holly- 
rd to § proper language in drawing a power of Payment becomes due. rather than 10% wood. 
n the invasion, commented Mr. Finch, who is ped ice ie ge: “gga “The Tracer” offers a service, as 
bi? with the New York City law firm of yen ee : an ee well as entertainment, and at the end 
ormal Bruch & Schaeffler. exhaust the trust in ten years. This case f = ij dl 
- & : of each show, will list names and last 
under § 2. Matter of Jones, 306 N.Y. 197 ne en adherence to the little. known addresses of missing persons 
See ce page oly N-t. i7¢ known rule that if a testator desires h aici Peat oo 
i (Apr. °54 T.&E., p. 428) finally settled the complete termination of a trust by whose whereabouts are desired so tha 
a the rule that a trustee’s power of sale pests: Seanad ieneeein: sad "ed they can share in more than $3,000,000,- 
"sub. of realty survives the termination of a tention must be clearly vapueune. 000 worth of dormant assets now lying 
iding Fitrust. The decision shows that a trus- ; idle in banks, State and Federal De- 
vern- B tee’s power of sale of real property upon 6. Matter of Chase National Bank, partments, corporate treasuries and in 
igher termination of a trust may be consid- N.Y.L.J. May 25, 1954, definitely de- the hands of trustees, receivers and pub- 
' erably broader than a cursory reading termined that the expenses of the annual lic administrators. 
oi, ees appear report of a common trust fund are a 
rship, Btn, proper charge to principal of a com- 
‘ip ing . mon trust fund as they are not a charge 
ld do 3. Matter of Wolf, (1954) 307 N.Y. for management. : 
selves $280 (Oct. °54 T.&E., p. 966) opens the * ; 
rvment Floor to a possible ae by ‘which a i. Barber v. Westchester Bank and For Estate 
id re- flestator may reduce his wife’s elective Trust Co., 129 N.Y.S. (2nd) 376, ruled e 6 . 
ristics Fshare in his estate. The court held that. that the transfer of a balance from the Administration 
vidual Jvhere the widow takes her intestate "°'© vith mereres to the nome of ne : 
| keep share against a will which does not con- esas resulted in “4 loss of the bank's Pur oses 
r sub- flain a direction against apportionment right of offset regarding notes due from P 
ip de- fof taxes, the correct formula for de- the decedent. 
cation Jlermining the widow’s portion is to 8. Matter of Gatehouse, N.Y.L.J., Authoritative valuations of: : 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


“It takes more than a safe deposit 
box to protect your investments .. .” 
Security Trust Co., Rochester, N. Y., 
advises in an advertisement which pic- 
tures the box about to be locked. The 





text agrees that Security rents safe de- 
posit boxes, but explains that they pro- 
tect against “theft, fire, storm, etc.” but 
cannot prevent investment depreciation 
nor foresee opportunities for apprecia- 
tion. This is what the trust department 
does, and “really IS a job for an im- 


portant financial institution . . . which 
has devoted 63 years to managing 
money.” 


“An important message for women 
only! ... Do You Really Love Your 
Husband?” With this hook for the 
feminine reader First National Bank & 
Trust Co., Tulsa presents a frank and 
constructive discussion of the need for 
husbands and wives to talk over their 
wills, not to avoid it because “it’s a 
‘touchy’ thing to talk about.” The reader 
learns that without a will she and the 
children may have needless expense, that 
ownership of insurance or a car or any- 
thing of value creates an estate, and that 
the bank doesn’t draw wills or write in- 
surance, but it will help to plan the estate 
for the fullest protection of the family. 





HAS TIME ‘Groken” YOUR WILL? 


“Has Time ‘Broken’ Your Will?” in- 
quires this ad of First National Bank, 
Akron, The text asks questions concern- 
ing the 1954 Code and changes in prop- 
erty or family designed to alert the 
reader to the necessity — if one exists 
for him — of reviewing his will. A “last 
will” is pictured as being cut apart by 
the scythe of Time. 


Commerce Union Bank, Nashville, re- 
ports that sending copies of ads featur- 
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ing the work of life underwriters with a 
covering letter to local underwriters, and 
to the presidents or treasurers of their 
firms, always brings “ten to twenty let- 
ters expressing their appreciation for 
this assistance” and have created good 
will among that group. A similar ap- 
proach to attorneys has not brought as 
much local individual response, but has 
elicited congratulatory letters from the 
Nashville Bar Association, the Bar Asso- 
ciation of Tennessee and the American 
Bar Association. (cf. T&E, Jan. 1955 
page 72). 


“The bride wore her mother’s wedding 
gown, and “An estate in trust also 
serves more than one generation,” points 
out a Detroit Trust Co. ad. The text 
comments on the pride with which a 
daughter wears her mother’s wedding 
gown, and the manner in which it is 
“carefully preserved” for years, and 
applies these thoughts to the planning 
and preservation of an estate. 


1941 1954 





Dad is worth more, too! 


“Dad is worth more, too!” is the 
cheerful announcement of this ad from 
National Bank of Commerce, Norfolk, 
Va., illustrated by the pound of coffee 
which was worth 32c in 1941 and $1.13 
in 1954. The text suggests will review 
with particular emphasis on the pos- 
sible need of a new estate plan” to help 
you save taxes.” 


A suggestion for Corporate Fiduciary 
Associations to advertise the trust busi- 
ness appears in the mutual fund ad re- 
produced on p. 173. Smaller ads of each 
of the cooperating funds framed the sec- 
tion shown there. Another form of the 
cooperative advertisement in current use 
is a clearing house ad for the banking 
business with the names of member 
banks listed at the bottom. 


Booklets 


“How Effectual Is Your Will?” — 
the subject of the January “Trust 
Thought of the Month” issued by Public 
National Bank & Trust Co., New York, 
— presents an actual case in which a 
man made his will in 1944 leaving his 


estate to his wife and the remainder to 
two brothers, a sister and a nephew: on | 
January 21, 1946 he died; and on Jan. 
uary 28, 1946, a son of the testator was | 


born (not mentioned in the will or other. 


wise provided for). Result: the widow | 


got one-third of the estate, the afterborn 
two-thirds. 


“Conversation Piece,” one of the cur- 
rent features of Montreal Trust Co.’s 
excellent publication, Forethought, is a 
low-pressure selling discussion between 
Thoughtful Man and Trust Officer, who 
in this case is also a close friend. Asked 
why his friend should include a trust 
plan in his will, Trust Officer replies, 
“Perhaps you shouldn’t. Many good 
estate plans do not require trusts.” The 
conversation develops the facts that the 
man’s estate would probably be re. 
ceived by the family under circum- 
stances in which none of them would be 
experienced investment managers. 
Thoughtful Man says he wants to 
arrange his estate “so it will be useful to 
them when they need it most.” Trust 
Officer replies, “The real purpose of a 
trust is not to “tie up” money but to 
manage it wisely” and explains how 
flexibility can be obtained. Asked about 
a trust institution being “impersonal”, 
he points out, “The fact that Montreal 
Trust Company makes a full-time busi- 
ness of handling personal affairs for 
other people gives it a breadth of under- 
standing many individuals do not have.” 
The entire conversation is contained in 
two short pages. 


Twenty-one fringe benefits are de- 
scribed in an employee manual in use 
at Central Trust Co., Rochester, N. Y. 
The booklet also explains the responsi- 
bility of the banking business and gives 
a short history of Central Trust. 


“Income Tax Changes” under the 
1954 Internal Revenue Code are dis- 
cussed over a two-page spread in the 
current Detroit Trust Company Quar- 
terly. 


Open House 


Open House upon completion of al- 
terations and improvements at the main 
office of First Camden (N.J.) National 
Bank & Trust Co. was the first step of 
a two-fold program for acquainting the 
community more fully with the direc- 
tors, officers and staff of the bank. 
Every visitor was taken on a conducted 
tour of all departments, told what went 
on there, and was introduced to the 
department head. Comic relief was sup- 
plied by measuring the guest’s height in 
silver dollars, his weight in gold, view- 
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r to Ping 2 million dollars in cold cash, and 
0 ; 
‘ artaking of the refreshments at the 
> On 
Jan. | buffet table. The second part of the pro- 
was |y gram_was the publication of a booklet, 
s | i ; 
her. 44 Bank Is People,” containing pic- 
den tures and thumb-nail sketches of all the No Matter What 
soil directors and officers, as well as an or- 
ganizational chart. Copies were sent to Y E Y 
shareholders and depositors and to all ou arm a ear eee 
cur- | who attended the Open House. 
Py 
Pi Read These Facts About 
is a AAA ca ese racts ou 
veen A.B.A. Adds Two Public 
7 Relations Manuals Mutual Funds 
ske 
trust Two bank manuals entitled “Helping 
jlies, | Farm and Ranch Families Succeed” and Perhaps 
— ‘ . a 
rood “Business Development Through Off- like so many others, you have wondered how you could invest some of 
The | cer Calls” have been added as numbers your income or surplus savings in securities to obtain better income 
+ the ll and 12 respectively to.the bank pub. and possible appreciation. Perhaps you have telt you “Don’t have 
‘ : , , , enough money” to buy professional advice. The problem has been to 
re- J lic relations manual series available find a way for keeping extra savings prudently invested. 
cum. | from the American Bankers Associa- 
id be [tion's Public Relations Council. The WHAT IS A MUTUAL FUND 
gers, | series, intended to provide bankers with ‘ 
s to practical aids for an active public rela- Mutual Funds were organized to — - wre in a Seat 4 
: : R ; : ‘und, you buy shares in | £ 
ul to tions program, covers such subjects as a Rs 9 The money is invested in the stock 
: eee . ited means to benefit from the ex- = and bonds of leading companies in 
Trust publicity, customer relations, personnel perience and full-time services of | such varied fields assteel,tobacco, 
of a | relations, and relations with school chil- professional investmentmen here- Public utilities, insurance, bank- 
m ing, etc. ou become a ropor- 
ut to dren and farm youth. tofore available only to the indi- oie owner of these ph ni 08 
how “ - “5 vidual investor of substantial and share in the interest and divi- 
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CURRENT LITERATURE NOTES 


Books 


Montgomery’s Federal Taxes (35th 

Ed.) 

PHILIP BARDES, JAMES J. MAHON, Jr., 

JOHN McCULLOUGH & MARK E. RICH- 

ARDSON. Ronald Press Co., 15 E. 26th St., 

New York 10; 1000 pp. $15. 

The jacket for this volume accurately 
describes it as “the first innovation in 
modern tax publishing.” Edited by the 
four above named partners in the late 
Robert H. Montgomery’s firm, each a 
certified public accountant in a different 
state and two of them lawyers as well, 
the book reflects not only their expert 
knowledge but the contributions of 19 
members of the staff of Lybrand, Ross 
Bros. & Montgomery. 


True to the tradition of its forerunners, 
this edition concentrates on analysis and 
illumination of the current Internal Rev- 
enue Code, this the one of 1954. In 
order to compress what have been several 
volumes into one, the editors have in 
rearranging the contents greatly con- 
densed discursive material. Neverthe- 
less, additional matter has been included 
on proprietorships as well as corpora- 
tions and partnerships and what former- 
ly was a section of the volume on Estates, 
Trusts and Gifts has been incorporated 
here. That section, now titled “Family 
and Estate Tax Planning,” presents in 
its fifty pages concise treatment of the 
whole gamut of planning devices, in- 
cluding gifts, trusts, life insurance and 
charitable foundations, with emphasis on 
practical suggestions. 


Structurally, the work is divided into 


19 Parts, each written by a specialist, 
folioed in itself, and headed by a de- 
tailed table of contents, thus facilitating 
references. Each closes with a summary 
of opportunities for tax planning. 
Through the years this reviewer has 
commented on the utility of Mont- 
gomery’s books as a desk companion. 
Now in one-volume form it gains in con- 


venience without loss of authoritative- 


ness. 


Drafting Wills and Trust Agreements 

—Dispositive Provisions 

GILBERT T. STEPHENSON. Little, Brown 

& Co., 34 Beacon St., Boston 6; 593 pp. 

$11.50. 

First let it be said that this is a prac- 
tical book, emphasizing the human equa- 
tion over the purely legal or tax. An al- 
most total absence of footnotes is no 
small proof of this. To one who has 
known the author through his years as 
a trust officer, teacher and Director of 
Trust Research at the Graduate School 
of Banking, this devotion to the personal 
element comes as no surprise, 


A companion to the 1952 volume on 
Administrative Provisions, this book 
opens with a brief introduction on basic 
theories as to disposition of property. 
The next part deals generally with three 
dispositive devices — outright gifts, gifts 
in trust and gifts by appointment. There 
follow, then, applications of these devices, 
special safeguards, with specific clauses, 
many taken from actual instruments. 


Part V is given over to disposition 
plans. Here will be found comprehensive 
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treatment of the question of so-called 
pour-over wills and trusts, with varioys | 
types of provisions set forth. Here to 
there is a unique idea in a chart showing 
25 different plans for the same estate, 
Also most interesting are the seven com. 
plete dispositive plans selected from as 
many geographical sections of the coun. 
try. A 30-page illustrative will (based on 
a statement of family and _financia] 
facts) includes administrative and other 
provisions as well as dispositive, so that 
a complete document is pictured. In the 
final chapter setting out a check list, 
one might have hoped for a somewhat 
more detailed form but the author him. 
self disclaims any attempt at presenting 
a definitive list. 


The reader is not expected to swallow 
these clauses or forms “as is.” But he 
should be expected to have his own 
thinking on dispositive provisions sharp. 
ened by appraisal of the proferred al- 
ternatives. There is such a wealth of val. 
uable material in Mr. Stephenson’s writ- 
ings that a fiduciary library would be 
incomplete without them. 


Tax Planning for Estates (1955 Re- 
vision ) 
WILLIAM J. BOWE. Vanderbilt University 
Press, Nashville 4, Tenn. 98 pp. $3.00. 


One of the most lucid writers in the 
estate planning field, Professor Bowe has 
brought this useful guide to date in the 
light of the new tax law. Lest it be 
thought that the approach is pedagogic, 
it should be mentioned that the author 
was formerly chief counsel for the oldest 
estate planning organization in the coun- 
try. His contacts with attorneys, trust 
officers, accountants and underwriters 
have enabled him to inject the important 
flavor of practicality in his suggestions, 
some of them little known. 


Three chapters deserve special men- 
tion here: “Property to be Given,” “Char- 
itable Gifts and Bequests,” and “The 
Family Business.” But the whole of the 
little volume is worth reading by estate 
planners, noted or novice. 


The Modern Prudent Investor — 
How to Invest Trust Funds 
CHARLES P. CURTIS. American Law Insti- 
tute, 133 S. 36th St., Philadelphia 4; 130 pp. 
$2.50. 

One of the “how-to-do-it” books pub- 
lished by the Committee on Continuing 
Legal Education of the A.L.I. in co- 
operation with the American Bar Asso- 
ciation, this paper-bound manual is writ- 
ten for the lawyer who is himself 4 


trustee or represents a fiduciary or bene- f 
It is designed primarily, one fp 


ficiary. 
would gather, to instill in the reader 4 
feeling of the prudent trustee. It would 


not be amiss, therefore, for all fidu- 


ciaries to peruse it. 


A Boston lawyer and trustee of many 
trusts including investment trusts, the | 
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one fF 


author is well qualified to expound on 
Sihe prudent man rule. After reviewing 
its origins and analyzing its components, 
he presents practical considerations on 
the choice of investments. Treatment is 
given to specific kinds of securities. 


It is interesting to observe that, in 
the last section of the tax entitled “A 
Reorientation of Trust Investing,” the 
author quotes Harrison Tweed’s remarks 
in the April 1932 issue of this magazine. 
The point of the section is a clarification 
of intention in trust instruments so that 
trustees “will not be cribbed by the 
statutes or by some obsolete precedents 
or by some petrified meaning of 
“prudence.” In setting forth some really 
proad clauses (directing the trustee, for 
example, to strive to increase the prin- 
cipal and its future income) the author 
concludes that they are designed “to re- 
quire the court, even the most prim, to 
permit the trustee to take the prude out 
of prudence.” 


What Every Woman Should Know 
About Finance 
MABEL RAEF PUTNAM. Chas. Scribner’s 


Sons, 597 Fifth Ave., New York 17. 251 pp. 
$3.50. 


The author’s long experience in wo- 
men’s financial counseling has enabled 
her to tailor its content to their special 
needs. While informative, it is not too 
detailed and, in addition to the standard 
subjects of planning for personal pro- 
tection, it furnishes practical hints upon 
selecting a bank or broker, how to read 
the financial news and other worthwhile 
information upon many subjects of which 
a woman should know the rudiments. A 
special feature appears in the conclud- 
ing chapters where Mrs. Putnam has 
tried to give perspective to basic prin- 
ciples by pointing up cause and effect in 
such realms as citizenship, inflation, tax 
relief and abandonment of the gold 
) standard. 


Personal Finance 


ARTHUR W. HANSON and JEROME B. 
COHEN. Richard D. Irwin, Inc., Homewood, 
Ill. 664 pp. $8.00. 

The growing complexities of living, as 
reflected in personal and family finan- 
cial planning, have motivated the estab- 
lishment of some 150 college-grade 
courses in personal finance since 1940. 
This volume is primarily designed as a 
textbook, with case problems based upon 
the chapter material, but it is also suit- 
able for the person in search of back- 
ground information on the many areas 
in which financial decisions must be 
} Made, 








In addition to the authors’ years of 
esearch and teaching experience, they 
have drawn upon specialized assistance 
| M several fields. The result is a copious 
Teservoir of useful information which 
| May orient one’s financial health con- 


Fepruary 1955 





structively, whether concerned with go- 
ing into business for oneself or safe- 
guarding the fruits of a lifetime by a 
properly drawn will. 


Your Investments — 1955 Edition 


LEO BARNES. American Research Council, 
Inc., 11 East 44th St., New York City 17. 
$3.00. 

This paper-cover financial encyclopedia 
is aimed at the individual on the start- 
ing rungs of the investing ladder or 
awaiting his turn to climb, although it 
includes much material in financial areas 
where comparatively few neophytes will 
penetrate. Above all, it is clearly and 
tersely presented, both in expression and 
typography. It is practical, forthright 
and full of sound principles and tested 
advice. It will assist the beginner to de- 
cide whether he should seek professional 
guidance and, if he goes it alone, points 
out various approaches and the pros and 
cons of each. Another feature is the 
section devoted to selection of a closed 
or open-end investment company. The 
concluding chapters cover technical and 
practical aspects of investment handling. 
Many subjects, such as puts and calls, 
dollar averaging and formula plans are, 
quite properly, only in skeleton form 
but there will be few questions arising 
in the ordinary course of the average 
reader’s investment operations to which 
answers will not be found. Dr. Barnes 
has done a comprehensive, useful and 
informative job for a public which can 
use such an adviser. 


The Attack on Big Business 


J. D. GLOVER. Harvard Business School, Cam- 
bridge, Mass. 358 pp. $4.00. 


The very real achievements of Amer- 
ican business have been beclouded by re- 


current critical attacks over the years. 
The two main sources have been poli- 
ticians and so-called intellectuals and, 
while their strictures have not always 
been soundly based or justified, it can- 
not be denied that business has many 
times been in the wrong and on other 
occasions has failed to assure itself of a 
“good press” by disregarding the funda- 
mentals of public relations. In any event, 
the public mind has been conditioned to 
such a degree that attacks still receive 
wide publicity and a substantial measure 
of credence. 


This book attempts to single out the 
bases of criticism so that businessmen 
may appraise them and counter the force 
of their impact upon public opinion. Mr. 
Glover has done a neat job of classifying 
the critical approaches and also a bit of 
counterattacking. While he believes that 
business will continue to meet criticism, 
the outlook is not hopeless if met with 
intelligence. 


ARTICLE 


Don’ts and Why Nots in Estate Plan- 
ning 
JOHN ALAN APPLEMAN. The Spectator, 


Dec. 1954 (Chestnut & 56th Sts., Philadelphia 
39). 


In this concluding article of a series 
on estate planning with emphasis on life 
insurance, the author outlines 17 areas 
which may present dangers unless the 
dispositive and tax consequences are 
clearly understcod. These include part- 
nership insurance, payment of estate 
taxes and claims, payment of premiums 
by trust, ownership of policies, gifts and 
assignments. 
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WHERE THERE'S A WILL 


ALBERT B. DICK, JR., chairman of the 
board of A. B. Dick Co., manufacturer of 
duplicating machinery and office sup- 
plies, disposed of an estimated estate of 
$2,850,000 through a will and _ five 
codicils. To his two children Mr. Dick 
gave $75,000 and to their respective 
spouses $25,000. Each surviving grand- 
child receives $20,000. Mrs. Dick receives 
certain real estate, tangible personal 
property, interests in oil and gas leases 
or royalties and $200,000, the latter in 
municipal bonds to the amount avail- 
able in the estate. 


Of the residue, 30% is put in trust 
with the testator’s son and The Northern 
Trust Co. of Chicago who as executors 
are to determine the allocation of assets 
thereto, barring any not allowable as a 
marital deduction, with the suggestion 
that municipal bonds be so allocated and 
that none be sold for taxes until the 
satisfaction of the $200,000 legacy and 
this trust. Mrs. Dick is to receive the 
income, such part or all of the principal 
as she may request and such sums as the 
corporate trustee deems necessary for 
her medical care, comfortable mainten- 
ance and welfare, taking into account her 
other resources as known to it. She is 
granted an unlimited power of appoint- 
ment by will over the principal. Unless 
her will directs otherwise, the trustees 
are to pay from the trust such portion 
of the Federal estate tax on her estate 
as the value of the trust included in her 
estate bears to the total taxable estate. 
Mrs. Dick is granted the right to re- 
nounce or disclaim, in whole or in part 
any of the benefits under the will within 
10 months after admission to probate. 


The remaining 70% is to be divided 
into two equal trusts for Mr. Dick’s 
daughter and son. The trustees are to 
pay the respective primary beneficiaries 
60% of the annual income. As to the 
balance of income the corporate trustee 
in its unfettered discretion may pay so 
much (or none) among a class of bene- 
ficiaries composed of that child (or his 
spouse after death) and issue from time 
to time surviving, excluding any mem- 
bers thereof and giving unequal amounts 
if it so decides. These trusts are to 
terminate 20 years from the death of the 
survivor of the two children and grand- 
children living at Mr. Dick’s death but 
in no event after the failure of his issue. 
Upon termination the principal will be 
distributed to the surviving issue per 
stirpes and, if none, one-half each to 
two hospitals. These remainders are sub- 
ject to a power in the son and daughter 
to appoint all or part of their trust funds 
to or among their spouse and issue. The 
corporate trustee is authorized to expend 
principal for the support, comfort, main- 
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tenance or education of any beneficiary 
of these two trusts, as well as to assist 
a beneficiary in some business enterprise. 
This power to make distributions from 
principal may be released by the cor- 
porate trustee by an instrument delivered 
to the adult beneficiaries. 


The fiduciaries are not required to 
dispose of any of the substantial hold- 
ings in the Dick Company and The 
Northern Trust Co. either to diversify 
assets or because the latter shares repre- 
sent stock in the corporate fiduciary. 


JAMES F. FIELDER, former Governor 
of New Jersey and for nearly forty years 
Vice Chancellor of the Court of 
Chancery, bequeathed $700 for the per- 
petual care of his parents’ and grand- 
parents’ plot. After legacies of $5,000 
each to a niece, nephew and brother-in- 
law, Mr. Fielder left the rest of his 
estate, estimated at $150,000, to a hos- 
pital. He directed the executor, National 
Newark & Essex Banking Co. of New- 
ark, to pay all death taxes out of the 
residue and authorized it to compromise 
the same with any taxing authority. 


FreED I. KENT, first president of the 
American Institute of Banking and for 
forty years a director of Bankers Trust 
Co. of New York, named the latter and 
his son executors and trustees of his 
estate. In bequeathing personal effects 
to his son, Mr. Kent declared “I may 
leave a letter or memorandum which will 
indicate the manner in which I would 
like certain of the articles dis- 
tributed, but this expression of my 
wishes shall not limit in any way the 
absolute character of the foregoing be- 
quest or create a trust...” 


For his sister the testator created a 
trust of $240,000 from which she will 
receive the income. Upon her death the 
fund will be divided into two equal trusts 
for his son and daughter-in-law, each 
to receive the income for life with the 
remainders payable to their issue, ex- 
cept that the daughter-in-law’s interest 
would cease upon her remarriage. The 
corporate trustee is authorized to apply 
principal for the proper support, main- 
tenance and comfort of the beneficiaries, 
or to meet expenses of illness or other 
emergency, if in its opinion the income 
is insufficient for those purposes. 


There follow bequests of $30,000 to 
the son (with a statement about a 
memorandum similar to that mentioned 
above), $15,000 to another relative and 
$5,000 to New York University, of whose 
Council Mr. Kent was chairman, In the 
event the estate after taxes is insufficient 
to satisfy all legacies in full, Mr. Kent 
directed that they be satisfied in full 






in the sequences above reported. Thel 
residue is left in trust with income ty. 
the son and the principal on his death 
in equal shares for four grandchildren, 
one of whom will receive it outright, the 
others enjoying the income with prin. § 
cipal passing to their issue. 


Mr. Kent authorized his fiduciaries to 
retain stock in Bankers Trust Co. ref 
gardless of the fact that it is an executor J 
and trustee, declaring that they shallf 
be “under no greater responsibility for} 
holding this stock than for holding thef 
stock of any other company, if in their 
absolute and uncontrolled discretion they 
deem it advisable... and... shall noth C 
be subject to the charge of self-dealing f ded 
or of divided loyalty or to any lia-f cede 
bility . . .” He also provided that iff men 
difference of opinion arises as to the§ and 
retention or purchase of any securities, fito | 
the decision of the individual fiduciary f jscu 
shall control, the corporate fiduciary be- 


ay. 

ing relieved of any responsibility there. a 
for. dau 
mal 

Horace R. GRAHAM, former president f ya} 
of Anglo-Lautaro Nitrate Corp., one of f fro) 
the largest nitrate producers in Chile, pos 
bequeathed $50,000 to Columbia Uni-f \y, 
versity to be used in the discretion of Cor 
the school’s trustees for its Engineering | 
Center. The rest of his estate, apart E 


from two legacies of $5,000, one of which § 
was to his maid, is placed in trust with > ¥ 
Mrs. Graham and Guaranty Trust Co. of 8 
New York. They as executors are di- 812 
rected to divide the residue into two} Se 
shares. Share A is to consist of one-half f Val 
of the residue and augmented by the f°? 
Federal estate tax value of tangible ff Se 
personal property bequeathed to Mrs. f che 
Graham, the three cash legacies and f % 
any property passing outside the will § tin 
but included in the estate for tax pur- § Wo 
poses, and then reduced by the value Bila 
of the said personalty and such of the § put 
outside assets as are allowable as 4 of 
marital deduction. Share B will comprise § qu 
the other half reduced by the cash leg- Bing 
acies and the outside property not quali- Blat 
fying for the marital deduction. tin 





Mrs. Graham is to receive the income f+ 
from both trusts. However, as to the fi), 
principal of Share A she is given an ut 
unrestricted power to appoint it by will, rm 
whereas the principal of*Share B will on 
her death be paid over by the trustees Jp, 
to the children, the share of any prede- 10 
ceased child to go to his issue perf” 
stirpes. Mr. Graham, who served the 
United States Government during World 
War II in various capacities relating t0 
metals, had provided that, if he and 
his wife died at the same time or under 
such circumstances as to render it im- 
possible on the basis of the ascertainable 
facts to determine who died first, his 
wife was to be deemed the survivor. 
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all not} Contingent bequest to charity is not 

lealing | deductible for estate tax purposes. De- 

y lia-fcedent created trusts providing for pay- 

hat iffment of income to wife and daughter 

to thefand the survivor. Remainder devolved 

irities,} to surviving issue of daughter. If no 

uciary fF issue survived, one-half of residue was 

ry be-f payable to qualified, charitable organ- 

there- J izations. At time of decedent’s death, 
daughter was 27 years of age and un- 
married. Executors deducted present 

sident } value of conditional bequest to charity 

one of from gross estate for estate tax pur- 

Chile, } noses. Disallowance of deduction was 

_ Uni-f overruled by Tax Court and affirmed by 

ion of Court of Appeals. 

eering 

apart} HELD: Reversed. Supreme Court re- 

which | Viewed Reg. 105, Secs. 81.44, 81.46 which 

t with} were deemed to be acceptable by Con- 

Co. of ) gress because of reenactment of Sec. 

re di-} 812(d) of 1939 Code without amendment. 

o two} Sec. 81.44 allows deduction of present 

1e-half f} value of charitable bequest where gift is 

yy the fcertain but only deferred as to time. 

ngible ff Sec. 81.46 allows deduction of contingent 

_ Mrs. B charitable bequest where contingency is 

s and §% remote as to be negligible. Since con- 

e will Btingency is more than remote, Sec. 81.46 

x pur- B would rule out any deduction. Taxpayers 
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aim, however, that if actuarially com- 
puted, Sec. 81.44 would allow deduction 
of deferred contingent charitable be- 
quests. Court construed statutory mean- 
ing in accordance with Treasury Regu- 
lations which prohibit deduction for con- 
tingent charitable bequests where there 
isno assurance that charity will benefit 
at all. Even though possibility that 
charity will take can be actuarially com- 
puted, bequest will still be uncertain 
since daughter, by her act, could com- 
tletely divest charity. Commissioner v. 
Estate of L. Sternberger, Sup. Ct., Jan. 
10, 1955. 
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Widow considered as grantor of one- 
third of trust. Decedent and two children 
Were income beneficiaries of trust cre- 
ated under husband’s will. Decedent, 
towever, had no right to trust principal 
tinable @°n her death. Under state law, dece- 
st, his dent had power to waive husband’s will 
"or. ind take one-third of estate outright. 
In compromise, agreement was entered 
into providing for termination of testa- 
mentary trust and creation of new trust 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Tax Attorney, Newark, New Jersey 


for three beneficiaries giving decedent 
greater rights. Upon decedent’s death 
Commissioner assessed estate tax defici- 
ency contending that one-third value of 
trust is includible in decedent’s estate, 
since, as grantor, she retained right to 
alter beneficial enjoyment of trust prop- 
erty under Sec. 811(d)(2) of 1939 Code. 
Executors instituted suit for refund. 


HELD: Refund denied. All parties 
concede that decedent retained right to 
change beneficial enjoyment. Taxpayer 
claims, however, that decedent cannot 
be considered grantor of trust. Though 
decedent received interest subject to re- 
quirement that it be transferred to new 
trust, transfer was one of substance. 
New trust substantially differed in bene- 
ficial rights granted to decedent. In addi- 
tion, she waived her statutory right in 
consideration of creation of new trust. 
Though trust is technically created by 
another, person who furnishes consider- 
ation is properly considered grantor 
thereof. Accordingly, one-third of trust 
corpus is properly includible in dece- 
dent’s estate. National Bank of Com- 
merce of Portland v. Clauson, D.C.D. 
Me., Jan. 7, 1955. 


Requirement that wife survive until 
distribution of estate prevents marital 
deduction. Decedent’s will provided that 
wife must survive until distribution of 
estate to receive property, otherwise, it 
was to be distributed to other persons. 
Wife survived and received property. 
Commissioner disallowed marital deduc- 
tion on ground that survival requirement 
resulted in wife possessing contingent 
interest not qualifying for marital de- 
duction. Estate paid deficiency and Dis- 
trict Court granted refund. 


HELD: Reversed. Section 812(c)(1) 
(D) of 1939 Code allows marital dedue- 
tion where surviving spouse’s interest 
may terminate only if she does not sur- 
vive a period not exceeding 6 months 
after decedent’s death and she in fact 
survives. District Court held that wife’s 
interest qualified since she survived de- 
cedent and received distribution within 
6 months of decedent’s death. Court of 
Appeals, however, followed Regulations 
which construe statute as to disallowing 
marital deduction where condition di- 
vesting wife’s interest could occur after 


6 months period. Fact that distribution 
of estate could have occurred after 6 
months of decedent’s death is sufficient 
to disqualify wife’s interest for marital 
deduction. Case, however, was remanded 
to District Court to ascertain whether 
state law would interpret will’s require- 
ment that wife survive to time of dis- 
tribution of estate as just requiring sur- 
vival of decedent. In that event, wife’s 
interest would have vested at decedent’s 
death and qualified for marital deduction. 
Kasper v. Kellar, 8th Cir., Dec. 16, 1954. 


Decedent was considered as having re- 
tained right to designate enjoyment of 
trust income. Decedent, during life, cre- 
ated three identical trusts for benefit. of 
children, and designated himself as one 
of three trustees. Trustees had right to 
accumulate or distribute income and had 
discretionary powers to invade principal. 
Decedent retained no right to revoke or 
amend trust and beneficiary was con- 
sidered possessing vested interest in 
trust income and principal. Commis- : 
sioner assessed deficiency contending 
that value of trust is includible in de- 
cedent’s gross estate by reason of her 
retention of power to designate persons 
who shall enjoy income of trust under 
Sec. 811(c)(1)(B) (ii) of 1939 Code. Dis- 
trict Court refused to grant refund of 
estate tax deficiency. 


HELD: Affirmed. Taxpayer’s argu- 
ment that beneficiary’s interest was 
vested and decedent, as trustee, could 
only contro] time when income or prin- 
cipal could be enjoyed was not accepted 
by Court of Appeals. Struthers v. Kelm, 
8th Cir., Jan. 11, 1955. 


Marital deduction decreased by en- 
cumbrance against insurance policy. De- 
cedent purchased life insurance policy 
of $50,000 face amount. Two-thirds of 
proceeds were payable on a guaranteed 
annuity basis with remaining balance 
at wife’s death payable to decedent’s 
sons. One-third of policy was left at in- 
terest with option to withdraw given to 
wife. Decedent assigned policy to wife 
as security for $16,711.72 loan made to 
him. At death, executors returned one- 
third of policy as qualifying for marital 
deduction. Commissioner assessed defici- 
ency contending that value of wife’s 
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interest qualifying for marital deduction 
should be reduced by proportionate part 
of outstanding loan. 


HELD: Commissioner sustained. Sec. 
$12(e)(1)(E) provides that value of 
property available for marital deduction 
shall be adjusted for encumbrances 
against it. Estate of Fielder J. Coffin, 
T.C. Memo. 1954-228, Dec. 20, 1954. 


Decedent considered grantor of trust 
reserving right to income. Decedent made 
gifts to son who transferred different 
property similar in value to 3 trusts. 
Trusts provided for life income to dece- 
dent’s wife and income _ thereafter 
equally to decedent and son. Commis- 
sioner assessed estate tax deficiency 
contending that proportion of trusts in- 
cluded in estate was equivalent to value 
of property transferred to son by dece- 
dent. Taxpayers instituted suit for re- 
fund of deficiencies paid. 


HELD: Refund denied. In prior years 
decedent made sworn statements in de- 
fense of gift tax deficiencies imposed 
that transfers to son were not gifts since 
made on consideration of son’s transfer- 
ring equivalent property to trusts. Since 
government relied on such statements to 
their detriment, taxpayer is estopped 
from now asserting decedent was not, in 
effect, grantor of trusts to extent of 
property transferred. Accordingly, value 
of such property is properly includible 
in decedent’s gross estate. Farmers & 
Merchants Bank v. United States, 

D.C.S.D. Calif., Oct. 28, 1954. 


Decedent considered to have retained 
income on property assigned. Decedent 
transferred realty to wife by unrecorded 
deed. Shares of stock were assigned but 
not registered on books of corporation. 
Decedent reported rental and dividend 
income on his separate income tax re- 
turns. Commissioner assessed estate tax 
deficiency contending that property is 
includible in decedent’s estate. Upon 
payment of deficiency, taxpayers insti- 
tuted suit for refund. 


HELD: Refund denied. Property is 








not includible as transfer taking effect 
at death under Sec. 811(c)(1)(C) of 
1939 Code for transfers prior to October 
8, 1949 since no reversionary interest 
was retained. However, decedent was 
considered to have retained income for 
life taxable under Sec. 811(c)(1)(B) of 
1939 Code. It was not necessary that 
decedent expressly reserve such right if 
in fact such interest was possessed until 
his death. Harter v. United States, 
D.C.N.D. Okla., Dec. 29, 1954. 


INCOME TAX 


Income of trust created by court tax- 
able to beneficiaries. Under decedent’s 
will, widow received life income from 
one-third of estate and two sons each 
received one-third share of estate. Pur- 
suant to order of court, upon consent of 
all parties, trust was created with two 
sons as trustees. Under trust, widow 
was to receive income of one-third as 
she demanded it. Two sons could accu- 
mulate or distribute income from their 
shares in their discretion as_ trustees. 
During taxable years income was not 
distributed to any beneficiary. Commis- 
sioner assessed deficiency contending that 
income was taxable to each beneficiary, 
as grantor, whether or not distributed. 


HELD: Commissioner sustained. Tax- 
payers were, in effect, grantors of trust 
created by court, since there was con- 
sent decree agreed to by all parties. 
Accordingly, income is taxable as held 
or accumulated for future distribution to 
grantor. W. T. Moore, 23 T.C. No. 67, 
Dec. 28, 1954. 


Income of trust is not taxable to 
grantor though trust assumed indebted- 
ness of grantor. Corporation owning 
partnership transferred $30,000 interest 
in partnership to each taxpayer in re- 
turn for demand notes bearing 5% in- 
terest. Agreement of transfer provided 
that taxpayers would transfer partner- 
ship interests in trusts for minor chil- 
dren and trusts would assume liability 
of taxpayers and pledge partnership 
interests transferred to them as security. 
Trust instruments reserved no rights in 
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principal or income to taxpayers, all ip. ' I 
come being accumulated and payable t for 
minor children. Commissioner contended} pla! 
that income was taxable to grantors \ded 
since income could have been used tp jcom 
satisfy personal indebtedness of grant. fiduct 
ors on notes. District Court’s decision 
in favor of taxpayers was appealed. 


HELD: Affirmed. Court of Appeals 
distinguished cases holding that trust 
income is taxable to grantor where used 
to satisfy his personal debt. In this cage ered 
taxpayers’ obligation was created as Rul 
part of trust transfer and for accommo.§ fr 
dation of trust. Payment of indebted. 
ness by trustees would enhance trust Bann 
principal. No benefit would result for 
taxpayers, since they could not receive 
principal or income from trusts. Court 
compares case to transfer of mortgaged 
property to trust. Payment of mortgage 
could not increase grantor’s net worth 
but was benefit only to trust. Edwards », 
Greenwald, 5th Cir., Dec. 15, 1954. 
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REVENUE RULINGS 


Income Tax: Contingent payments to 
employee’s widow are not deductible 
until paid. Upon death of officer, corpo. 
ration agreed to pay amount of officer's 
salary for year prior to death to widow. 
Payments were to be made in small 
monthly installments over 12-year pe- 
riod or until widow died or remarried. 
Question is raised whether corporation, 
on accrual basis, may deduct total 
amount payable in year of authorization. 


Service rules that deductibility depends 
on reasonableness of amount paid in 
relation to compensation of deceased 
employee. Reg. 118, Sec. 39.23(a)-9 
allows deduction of payments to widow 
“for a limited period” after employee’s 
death. Length of time during which 
payments are made do not control de- 
ductibility but whether payments over 
such time can be considered reasonable. 
Accordingly, corporate obligation to pay 
one year’s salary in installments could 
be deducted as business expense in year 
liability was incurred. However, because 
of contingencies on liability, widow’s 
death or remarriage, corporation may 
only deduct amounts actually paid during 
year. Rev. Rul. 54-625, I.R.B. 1954-52, 
p. 13. 


Tax Liens: Procedure established for 
inquiry as to tax liens. Service has al- 
nounced establishment of procedure 
where various interested persons may 
ascertain the amount of tax liability im- 
posed where tax liens have been filed. 
Procedure requires written inquiry, i0- 
vestigation by Service and form lettef 
reply. Procedure will not become effec- 
tive until formal regulations are issuedy 
under Sec. 6323(d) of 1954 Code relating 
to tax liens. I. R. Mim. No. 54-188, Dec. , 
8, 1954. pr 
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Income Tax: Estate tax credit allowed 
for payments made from employees’ 


plan. See. 126(c) of 1939 Code allows 


deduction for estate taxes paid on in- 


Ncome in respect of decedent. Such de- 
i duction applies to payments made under 
pension or profit-sharing plan if such 
f payments constitute income in respect 






of decedent. Service noted that under 


11939 Code annuity payable under joint 


and survivorship annuity is not consid- 
ered income in respect of decedent. Rev. 
Rul. 54-601, I.R.B. 1954-51, p. 27. 


Income Tax: Treatment of refunds of 

employees’ contributions to employees’ 
amuity plan. Employees’ annuity plan 
which was fully insured was amended 
to eliminate requirement of employee 
contributions. Additionally, it was pro- 
vided that insurer would refund prior 
employee contributions to employees 
and employer would reimburse insurer 
for such refunds. 


Service rules that refunds made to 

employee are not taxable income but 
would constitute return of premiums. 
Reimbursements by employer are supple- 
mentary costs of annuity credits and 
deductible over 10-year period. Rev. Rul. 
55°14, IL.R.B. 1955-2, p. 14. 


New Regulations issued under 1954 
Code. Treasury Department has ap- 
proved regulations with regard to assess- 
ment, collection, abatements, credits and 
refunds under Chapters 63, 64 and 65 
of 1954 Internal Revenue Code. T.D. 6119 
Dee. 31, 1954. 


Self-employment tax: Partnership re- 

sulting from intestate distribution sub- 
ject to self-employment tax. Upon hus- 
tand’s death intestate, his business was 
operated and controlled by widow. Under 
state law, however, business devolved to 
widow and two children in undivided % 
interests. Though children were minors 
aid had no control over operation, all 
ae co-owners operating business as 
fartners within meaning of Internal 
Revenue Code. Each must report distrib- 
itive share of partnership income as 
ftanings from self-employment subject 
0 tax. Rev. Rul. 54-613, IR.B. 1954-52. 
p. 40, 


A A A 


Insurance Terms Defined 


The following definitions of insurance 
rms by editor Pete Schaus of Mutual 
life of New York’s publication, Money 
lalks, were reported recently in the New 
York Herald Tribune. 


Module—A pretty girl who poses for 
lingerie ads 


Taxes—One of the 48 states where any- 
me can and frequently does start a life 
Nsurance company 


Home Protection—A dobermann- 
Pinscher at the front gate 
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Operating Expense—Twice the amount 
allowed by the Blue Shield Plan 


Optional Settlement—Two-thirds of the 
bank roll in lieu of alimony 


Direct Placement—A hole in one 

Group Coverage—Sidewalk awning in 
a shower 

Underwriter—Man who pencils his 
girl’s name and telephone number on 
white border of subway poster 


Convertible Insurance—Fire and theft 
policy on Cousin Edgar’s new Jaguar 
with the disappearing top 


Cash Surrender—Cashier hands over 
payroll to armed bandits 


Straight Life — Heaven-bound exist- 
ence 


Sub-standard Life—Bound in the op- 
posite direction. 


A A A 
No Capital Gain or Loss on 
Common Trust Fund Transfers 


Following is the text of a December 
30th ruling by Director H. T. Swartz of 
the Tax Rulings Division, preliminarily 
reported in the January issue (p. 6): 


“This is in reply to your letter of 
October 22, 1954, and enclosures, in 
which you request to be advised*with re- 
spect to the tax consequences of the fol- 
lowing representative hypothetical cases. 


Example 1: “A” established a revoc- 
able living trust in 1949. The trust is 
entirely invested in the Common Trust 
Fund and the cost of the units totals 
$30,000. The same donor later estab- 
lishes a new trust in the amount of 
$50,000 which is also invested in the 
Common Trust Fund. For estate plan- 
ning purposes he wishes to revoke the 
first trust and add the property to the 
second. The first trust has a market 
value of $40,000. 


“Example 2: A testamentary trust for 
the benefit of “X” terminates when “X” 
becomes 21 years of age and the prin- 
cipal is then distributed to X. X wishes 
to create a living trust to invest the dis- 
tributive share. The testamentary trust 





is invested in units of the Common Trust 
Fund having a cost value of $30,000 and 
a current market of $40,000. 


“It is stated in your letter than the 
Federal Reserve Board of Governors has 
ruled that the above inter-trust transfers 
of participations in a common trust fund 
do not violate the spirit and purpose of 
Section 17 of Regulation F. 


“You also present the case of the 
guardianship account for a minor who, 
upon attaining his majority, wishes to 
establish a living trust. You further pre- 
sent a situation where upon the death 
of a life tenant, a trust becomes dis- 
tributable to a person who wishes to 
place the proceeds with the same trustee 
in a new trust of his own. 


“Section 584(e) of the Internal Rev- 
enue Code of 1954 which is a carry-over 
of section 169(e) of the Internal Rev- 
enue Code of 1939, provides that no gain 
or loss shall be realized by the common 
trust fund by the admission or with- 
drawal of a participant. The withdrawal 
of any participating interest by a par- 
ticipant shall be treated as a sale or 
exchange of such interest by the partici- 
pant. 


“Tt is believed that the transfer of 
units of participation in a common trust 
fund in the manner described in the ex- 
amples given would merely constitute 
a transfer of title to the participating 
shares in the common trust fund to an- 
other trust which can properly hold such 
units by the grantor of both trusts or by 
the beneficiary of the trust and would 
not constitute the withdrawal of a par- 
ticipating interest by a participant with- 
in the purview of section 584(e) of the 
Internal Revenue Code. Under such cir- 
cumstances, the basis of the units of 
participation to the transferee trust fund 
will be the same as the basis of such 
participating units to the transferor 
trust fund. 


“In view of the foregoing, it is con- 
cluded that the inter-trust transfers re- 
ferred to above will not result in a 
recognized gain or loss for Federal in- 
come tax purposes.” 
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AssETs — Administration — Interest 
on Legacies — Lien on Foreign 
Property 


Arizona—Supreme Court 
In re Balke’s Estate, 276 P. (2d) 527. 


Article Eighteenth of will authorized 
executors to keep the estate open until 
a building (the principal asset) could 
be sold for a satisfactory price, and went 
on to say: “*** In the event my estate 
is not closed within one year from the 
date of my death, then I direct my ex- 
ecutors, out of the income of my estate, 
to pay to the legatees hereunder, inter- 
est on their respective legacies, at the 
rate of six per cent (6%) per annum 
from the expiration of one year after 
date of my death, to the time of the clos- 
ing of my estate.” 


The estate was kept open from 1929 
to 1946, when the building was sold and 
fiinal account and petition for distribu- 
tion filed. Thereafter, after further liti- 
gation, another final account and peti- 
tion for distribution was filed. Objections 
to this account were sustained and 
a decree entered providing for payment 
of the legacies without interest and sur- 
charging the executors for interest paid 
out. Whether or not there was income 
out of which interest on the legacies 
would be paid depends on whether cer- 
tain items were chargeable against in- 
come or against corpus of the estate. 


HELD: 1. In absence of a contrary 
provision in will, or circumstances re- 
quiring application of a contrary rule 
in order to give effect to testator’s con- 
trolling purpose, expenses of administra- 
tion and executors’ and attorney’s fees 
are chargable to corpus of the estate and 
not to income accruing during admin- 
istration. 


2. An Arizona court does not have 
jurisdiction to create a lien on property 
located in another state; therefore the 
order of the probate court attempting to 
enforce a lien on California property de- 
vised to testator’s widow, is void. 


RECENT FIDUCIARY DECISIONS 


3. Findings of probate court as to 
reasonableness of attorney’s fee will not 
be disturbed in the absence of showing 
of an abuse of discretion by the court. 


AssETs — Administration — Memor- 
anda Did Not Create Trusts 


Kentucky—cCourt of Appeals 
272 S.W. 


Dawson v. Dawson’s Adm’x., 
666. 


(2d) 


In the deceased’s lock box there were 
found three holographic writings. The 
first referred to a conversation between 
the deceased and his children by a first 
wife and then stated, “I told them I had 
$25,000.00 Twenty five thousand Dollars 
of their Mother’s Money, so I justly and 
honestly owe them this sum of Money 
and if I have it at the time of my Death 
I want it paid.” The second writing was 
attached to a stock certificate and reads, 
“This $5000 five thousand dollars was 
bought J. W. Dawson and Positively to 
be his only.” J. W. Dawson was a son 
of the deceased. The third writing is ex- 
actly the same as the second, except that 
it named a different child and was at- 
tached to a different stock certificate. 


The contention on behalf of the chil- 
dren of the deceased was that the three 
writings created trusts in favor of the 
children named. The trial court denied 
the contention. 


HELD: With respect to the first writ- 
ing, the subject matter of the alleged 
trust was not an earmarked or segre- 
gated fund, but merely a sum of money 
to be realized out of decedent’s estate 
after his death.” 


With respect to the second and third 
writings, no trusts were created because 
(a) absolute title was not transferred 
to the named beneficiaries, (b) there was 
no effective expression of intention to 
pass absolutely title to the beneficiaries 
upon the death of the deceased, and (c) 
there was no act effective to pass a 
present beneficial interest in the chil- 
dren with full title to vest at the death 
of the deceased. 
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CLaims — From What Fund ; inté 
Widow’s Allowance Payable pe 
California—Supreme Court T 
Estate of Resler, 43 A.C. 765 (Dec. 31, 1954), The 
Resler died in 1949 leaving only posi" 
1927 community property of himself anj §15 
his widow Fay. His will provided (Arti ™™ 
cle Fourth) that there shall “first be se ™ 
aside to my beloved wife property (othe = 
than that which I have specifically here ™" 
inafter devised and bequeathed) equal i 2” 
value to one half of the community e& dis 
tate * * * .” In addition he gave his wif |] 
such if any additional property as wit con 
her share of the community estate woullff not 






give her property equal in value to om 
half of the property which at the dat 
of testator’s death stood in his name off mi 
in the names of himself and his wife§ & 
excluding joint tenancy property. h§ de 
Article Fifth he left certain items of ' 
personal property to Fay and in late eq 
paragraphs gave legacies or bequests tiff sul 
various people. He gave the residue tiff in 
three sisters and a brother. Article Thiri§ m 
provided that all estate and inheritanc:§ sa 
taxes “applicable to or payable on ac 
count of all gifts, devises and bequests’ 
are to be paid out of the residue. The 
widow appealed from the decree of dis. 
tribution. 


HELD: (1) Paragraph Fourth is am 
biguous as to whether Resler’s intentio 
was to bequeath to Fay one-half of th 
community estate or property whic 
would compensate her for any depletiot 
of her share. The offered evidence of the 
attorney who drew the will to the effect 
that Resler told him he wished to dis- 
pose of all the community property, in- 
cluding the wife’s half, should have been 
admitted. 


(2) The widow’s allowance is a debt 
payable from the community estate and 
together with the husband’s debts must 
be deducted before determining the com- 
munity property available for distribu- 
tion. 
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COMPENSATION — Failure to Claim 
Interim Commissicns Not a Waivet 
— Losses Not Surchargeable to 
Trustees 


Pennsylvania—Supreme Court 
Coulter Estate, 379 Pa. 209 


Testatrix placed improved and unim- 
proved real estate valued at $400,000 in 
trust for 21 years, together with 4 
fund of $200,000 to be used by the trus- 
tees in their discretion in connection 
with the broad powers she gave the 
trustees in respect to the real estate. The 
will stated that the trustees were t0 
manage the real estate as if they were 
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i the absolute owners. The executors and 
S trustees were her son, now living, and 
) per daughter who died in 1937. In their 


executors’ account in 1930, they re- 
ceived $60,000 in commissions, but in the 






































































Trial court dismissed this action to 
establish and enforce an oral contract 
to make a will leaving a certain portion 
of his estate to the plaintiff, the evi- 
dence showing that the plaintiff received 
pay for services. Respondents cross ap- 
pealed from the judgment dismissing 
their cross complaint, praying that a 
bequest to the plaintiff be reduced from 
to $1.00. The will provided: 
in the event any person who 
is named as beneficiary under this 
shall attempt to break the terms and 
conditions of this Will, then and in that 
event such person so attempting shall 
forfeit all of his or her interest in said 
estate and shall be granted the sum of 
One Dollar ($1.00) and no more.” 


HELD: Affirmed. (1) The evidence to 
sustain the alleged oral contract was not 
conclusive, definite, certain and beyond 
all legitimate controversy. (2) The 
validity of the quoted provisions has 
been recognized. However, this action 
was not a will contest, but was based 
on a creditor’s claim to enforce an 
alleged oral contract to devise property. 
Although the enforcement of such a 
claim would reduce the residuary bene- 
ficiary’s share, it would not break the 
terms and conditions of the will or es- 
tablish plaintiff as a residuary legatee. 
The filing or enforcement of a creditor’s 
claim by a legatee or devisee does not 
invoke the provision of a will forfeiting 
the share of a contesting beneficiary. 


DISTRIBUTION Enforcement of 
Creditor’s Claim Does Not Invoke 
Forfeiture Clause 


Washington—Supreme Court 
Boettcher v. Busse, 145 Wash. Dec. 541. 


Decedent died intestate in Los Ange- 
les in 1934, survived by three sisters and 
a brother, all non-resident aliens. In 
1949 it was discovered that he left two 
bank accounts. Probate Code § 1026 pro- 
vides that a non-resident alien who be- 
comes entitled to property by succession 
must appear and demand the property 
within five years from the time of suc- 
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und ; interim accounts in 1932 and 1949 no 
; commissions were claimed. 
The trust ended by its terms in 1950. 
1, 1954) The surviving trustee filed his final ac- 
ly post count, claiming therein commissions of anes 
self ani s15,000. The account showed a distri- “.....- 
d (Arti pution of $315,000, and a balance re- 
t be se maining of $10,293. All the beneficiaries 
y (othe filed exceptions, complaining of the com- 
™ het missions and of losses in the operation 
equal i and sale of real estate. The lower court 
nity e dismissed the exceptions. 
his wit! HELD: Affirmed. The failure to claim 
as witiff commissions in the interim accounts was 
e woul not of itself a waiver because a trustee 
> to opin ordinary circumstances is not en- 
‘he dav titled to commissions until the trust ter- 
name gf minates. There were no unusual and 
is wife§ extraordinary circumstances to warrant 
rty. hg deviation from that rule. 
tems off The losses reflected in the final ac- 
in late count appeared in the annual statements 
uests tif submitted to the beneficiaries. There be- 
sidue tif ing no protest about the annual state- 
le Thirif ments, it must be assumed they were 
eritanc:§f satisfied with the administration. 
on ac® The other exceptions related to sale 
equests'§ by the trustee of two tracts which the 
ue. Thf respective grantees sold later at sub- 
of dis® stantial profit. There is no evidence that 
the trustee had any financial interest 
|. the transaction or that the purchaser 
atentionm "2S able to favor the trustee in any 
€ of them "2Y: The fact that he was related to 
which ™ of the grantees does not sustain the 
epletion tharge of self dealing. It does not follow 
e of th teeause the grantees were successful in 
ve effects “Urine their price that the trustee 
to a ould have done the same. 
arty, ing The trustee’s attorney was allowed a 
ve beens ee of $2,000 for defending the trustee. 
DisTRIBUTION — Time Within Which 
a debt Property Must Be Claimed by 
ate and Aliens 
ts must 
he com ‘ California—District Court of Appeal 
state of Sorenson, 129 A.C.A. 257 (Nov. 29, 
listribu-§ 1954). 
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cession, otherwise his rights are barred 
and the property escheats. From an order 
distributing his estate as escheated prop- 
erty, the heirs appealed. 


HELD: Reversed. Since the heirs had 
no notice of their rights until the bank 
accounts were discovered in 1949, the 
property did not escheat. 


NOTE: The Court reaches a just re- 
sult, but one which is hard to justify 
under the literal terms of the statute. 


EXPENSES — Attorney’s Fees Not 
Chargeable to Estate 


Oregon—Supreme Court 


Estate of Lappy; State Land Board of Oregon 
v. Sovenko, decided Nov. 24, 1954. 


The State Land Board filed a petition 
for an order escheating the proceeds of 
the estate to the State of Oregon. Resi- 
dents of the Ukrainian Soviet Socialist 
Republic filed claims which were denied. 
In entering the decree denying the claims 
the trial judge allowed attorneys’ fees 
of $2,000 and costs and expenses amount- 
ing to $502 out of the estate. The State 
of Oregon appealed from the order 
allowing such fees and expenses. 


HELD: Reversed and remanded for re- 
determination of costs. Attorney’s fees 
out of an estate are never authorized 





COINS . 
MEDALS 
PAPER MONEY 


Appraised 







Catalogued 4 


Estates 
Museums 


Banks 
Insurance Purposes 


COIN COLLECTIONS 


Bought and Sold 


Collections catalogued and sold at 
public auction— sales held regularly. 


one of 
AMERICA’S OLDEST AND 
LARGEST COIN DEALERS 





181 








unless the services rendered were of 
benefit to the estate as a whole. In this 
case the services were rendered solely 
for the benefit of the claimants. An ex- 
pert witness’ fee of $250 and $195 for 
travel and hotel expenses and costs of 
meals of a witness should also be dis- 
allowed. At the very most only statutory 
costs could be allowed. 


Girts — Gift Causa Mortis of Sav- 
ings Bonds Held Valid 


New York—Supreme Court, App. Div., 
First Dept. 


Matter of Presender, 135 N. Y. Supp. 
418. 


(2d) 


The decedent gave his sister several 
U. S. Savings Bonds eight months be- 
fore his death “in case anything hap- 
pened to him.” He had heart trouble, 
had visited a number of physicians and 
been hospitalized and never recovered 
from the heart trouble. 


HELD: It is not necessary that a gift 
causa mortis be made in contemplation 
of immediate death or that the donor 
be in extremis. The donee-claimant met 
the burden of establishing that the gift 
was causa mortis. The decisions as to 
transferability of U. S. Savings Bonds 
are not in accord; but the regulations 
limiting transferability are for the pur- 
pose of protecting the government from 
any litigation between claimants, and 
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therefore did not bar the effectiveness of 
the instant gift. 


INSURANCE — Life-Bequest of Face 
Amount Carries Double Indemnity 
Benefits 


Utah—Supreme Court 
Scrivener v. Scrivener, 277 P. (2d) 818. 


Decedent’s will bequeathed to his par- 
ents or the survivor of them “my $5,000.- 
00 life insurance with The Prudential 
Insurance Company of America, Policy 
17655702 . . . to be held in trust ... to 
manage the $5,000.00 principal for the 
purpose of educating my son until such 
time as he shall reach twenty-one years, 
at which time the said trustees are to 
pay over to my son the balance, if any, 
of the $5,000.00 . . .”. The policy itself 
named the insured’s executors or admin- 
istrators as beneficiaries. Testator died 
as the result of an accident and the in- 
surance company paid his estate $9,995.- 
99. The executrix tendered to the de- 
ceased’s parents as trustees the sum of 
$5,000.00 in full payment of the bequest. 
They claimed they were entitled to the 
entire proceeds of the policy, including 
the double indemnity benefits, and filed 
a petition accordingly. The lower court 
awarded them the $9,995.99. 


HELD: Affirmed. It was the testator’s 
intent to bequeath the insurance policy 
with all its benefits, proceeds and inci- 
dents to the trustees. This intent is evi- 
denced by the quoted sentence. This is 
not a bequest of $5,000.00 as appellant 
contends, but a bequest of a _ specific 
policy with all its proceeds and incidents. 
The amount is referred to not as a 
limitation of the amount which should 
go to the trustees, but as the face amount 
of insurance. The reference to the 
“$5,000.00 principal” was used as a re- 
cital of the amount which decedent 
thought would be the “principal derived 
from said life insurance policy,” and not 
as a word of limitation. He thought the 
principal would amount to $5,000.00, but 
his intent was to give “the principal 
derived from said life insurance policy.” 

—Staff Digest 
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LIFE TENANT & REMAINDERMAN — 

Depreciation As An Income Charge 

California—District Court of Appeal 

Estate of Tynan, 129 A.C.A. 405 (Dec. 6, 

1954). 

Appellant, income beneficiary of trusts 
created by his wife under her will, raiseg} T! 
various objections in this action which Jand 
arose upon the testamentary trustee’; [that 
accounting. the 


HELD: 1. Decree distributing ip. 
come earned during probate as part of held 
corpus distributed to the trustee, having 954° 
become final, is now conclusive and none §™" 
of such income is distributable to the in. get 
come beneficiary. Mrs. 
and 
the « 
oral, 
to a 


man 


2. Trustee’s depreciation charge on 
rented buildings owned by the trust wa; 
proper under clause of the will giving 
trustee “absolute discretion in deter. 
mining what is principal or income.” M 
of th 
to be 
nam 
appe 
but | 
cate. 
divo 
the 
to h 
lary 
righ 


3. The trustee’s allocation of capital 
gains to principal pursuant to the dis. 
cretionary authority to treat capital 
gains as income was nevertheless proper, 





LIVING TRusTs — Basis for Oral 


Trust 
Indiana—Appellate Court 
Hinds v. McNair, 122 N.E. (2d) 875 (1954). 


Hinds brought this proceeding against 
MeNair to subject certain corporate enti 
stock to the satisfaction of a judgment agre 
held by the former. The theory of the }ij.+ 
complaint was that, while the stock in 


of 3 
question had been issued to one Marie fon 
Reed, who still appeared to be the owner§,,,,, 


thereof, McNair was actually the owner 
of the stock. McNair, however, contended 
that he was not the owner of the stock, 
but was trustee of it for his children. 
McNair and his wife controlled the cor- 
poration which issued the stock, and, 
after discussing the desirability of set- 
ting up a trust for the benefit of their 
children, they decided to use the stock 
of this corporation as the res of the 
contemplated trust. To that end they 
decided to have the stock issued in 
Marie Reed’s name until such time as 
they decided on the terms of the trust. 
The stock was issued in the name of 








TRUST SERVICE 








735 North Water Street 





EXCLUSIVELY...STATEWIDE 


FIRST WISCONSIN 
TRUST COMPANY 





Milwaukee 1, Wisconsin 








TRUSTS AND ESTATES EBR 


Marie Reed, but actually delivered to 
McNair. Shortly thereafter, McNair, 
without surrendering possession, caused 
Marie Reed to endorse each certificate 
‘Tin blank, but no transfer of ownership 
was ever made on the corporation books. 
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Tusts 
‘aised 
which 
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The terms of the trust which McNair 
and his wife agreed on contemplated 
that McNair would act as trustee for 
the children during his lifetime and 
manage the corporation whose stock was 
held in the trust. Mrs. McNair was to 
succeed her husband as trustee and 
manager of the corporation after his 
death. Upon the death of both Mr. and 
Mrs. McNair the trust was to terminate, 
and the stock was to be divided among 
the children. The agreement was entirely 
oral, was not witnessed by or divulged 
to anyone. 


g in- 
Tt of 
aving 
none 
he in- 


re On 
t was 
riving 
deter. 
a McNair subsequently caused that part 
apital of the stock consisting of common shares 
e dis. gto be assigned to his wife by writing her 
apital goame in the blank assignment already 
appearing on the back of the certificate, 
but he retained possession of the certifi- 
cate. McNair and his wife were later 
divorced, and she claimed ownership of 
the certificate which had been endorsed 
to her. In the property settlement ancil- 
lary to the divorce, she released all her 
right, title and interest therein infer- 
entially to McNair as nowhere in the 
agreement was it remotely suggested 
of the that the stock then constituted the res 
ock in of a trust for their children. On the 
Marie contrary, the agreement recited that a 
OWne! Bhona fide dispute between husband and 
ownel Bwife existed as to the ownership of the 
tended tock, About the same time MeNair, for 
- stock, nexplained reasons, cancelled the cer- 
iildren-Kiifcate evidencing ownership of the pre- 
he COl-Brered stock which was held in the trust. 
<, and, wy returned a verdict for McNair. 
of = HELD: Reversed, and new trial grant- 
f their aos : 
» alk with respect to the issue of the own- 
of the ship of the stock. An express trust 
4 thes N personal property may rest in parol. 
aa inf the settlor of a trust constitutes him- 
ioe a elf the trustee thereof, it is not neces- 
ary that he should part with the posses- 


e trust.®. 
ome of the trust property which was 
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formerly his and already in his posses- 
sion. However, such transactions cannot 
be had in secrecy and the fact of the 
declaration made known to no one. In 
the present case no overt act evidenced 
the existence of the trust, and the res 
consisted of open stock which remained 
in possession of the settlor. His conduct 
with reference to it was in utter disre- 
gard of its alleged trust status. 


POWERS OF APPOINTMENT — Ap- 
pointee Entitled to Principal Not 
Merely Income 


Massachusetts—Supreme Judicial Court 
Loring v. Morse, 1954 A.S. 927; Dec. 17, 1954. 


Marion, who had a general power of 
appointment under the will of her father 
as to a portion of his estate, made a 
will under which ultimately her nephew, 
Cabot, received the income with a power 
to appoint among his wife and issue. As 
to her own property he could appoint 
only the income to his wife. As to the 
part over which she had a power of 
appointment he could appoint in fee, 
and in Frye v. Loring, 330 Mass. 389, 
the court held that he had lawfully ap- 
pointed the absolute estate to his second 
wife, Anna, to the exclusion of his issue. 


In the meantime, Cabot, who was one 
of the trustees under Marion’s will, re- 
ceived a transfer of a block of securi- 
ties worth about $300,000, which the court 
stated was part of the fund as to which 
Marion exercised her power of appoint- 
ment under her father’s will. A petition 
was brought alleging that Cabot had 
diverted this fund by setting up a trust 
for the benefit of his first wife so that 
the principal was on her death paid 
to her nephew. The petition sought to 
recover this money as belonging to the 
trust set up by Marion and improperly 
diverted. A compromise was made and 
approved by the court whereby the 
nephew paid to Marion’s trustee $30,000 
in full settlement of the claim. 


Then the question arose whether this 
sum, less the expenses of the suit, should 
go outright to the second wife, Anna, 
or whether she was entitled only ‘to the 
income. 
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HELD: She was entitled to the prin- 
cipal. As the petition had been based on 
the allegation that the money was part 
of her father’s estate and passed under 
the exercise of the power of appoint- 
ment by Marion, the situation was gov- 
erned by Frye v. Loring, which held that 
Cabot had appointed the trust fund to 
his second wife, Anna, outright. Ac- 
cordingly she was entitled to the prin- 
cipal. 


PowErRs — Limitations — Trustee’s 
Power to Invade Corpus for In- 
come Beneficiary’s “Care, Comfort 
and Support” Covers Death Taxes 


New York—Supreme Court, New York County 
Matter of City Bank Farmers Trust Co. (Guin- 
ness), N.Y.L.J., Jan. 20, 1955. 

The trustee was empowered to apply 
principal to the use of the income bene- 
ficiary if, in its discretion, it might be 
advisable for her “proper care, comfort 
and support.” The income beneficiary 
was indebted to the British government 
for estate duties assessed against her in 
respect of this trust, and was without 
resources with which to pay such taxes. 
The trustee sought a construction as to 
whether it was empowered to apply 
principal to the use of the income bene- 
ficiary for the purpose of paying such 
taxes. 


HELD: The trustee had such power. 
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“Care, comfort and support” means not 
merely a sufficiency of food, clothing 
and shelter but includes whatever is re- 
quisite to give security from want and 
financial embarrassment, and relief from 
anxiety resulting therefrom, and to fur- 
nish reasonable mental and physical en- 
joyment and comfort. 


WILLs — Construction — Legatee 
Received Only Life Estate 


Massachusetts—Supreme Judicial Court 
Morris v. Smith, 1954 A.S.; Dec. 13, 1954. 


Clause 3 of the will contained the fol- 
lowing bequest: “To my mother, Ida M. 
Morris, all my real and personal 
property, wherever situated.” Clause 4 
read as follows: “In the event that the 
death of Ida M. Morris occurs before 
my own death, or at the death of Ida 
M. Morris, I devise and bequeath i 
Then followed some life estates, with re- 
mainder to the Northampton Historical 
Society. 








The mother was 91 years old when the 
daughter died and 84 years old when the 
will was drawn. It was a homemade will, 
drawn by the daughter herself. The 
mother had an income of $97.68 per 
month and there was jointly held real 
and personal property of approximately 
$30,000 which passed to the mother on 
the death of the daughter. The daughter 
left only personal property. 


HELD: Considering the will as a 
whole, examined in the light of the sur- 
rounding circumstances, the mother took 
only a life estate, not an absolute inter- 
est. The court discussed G. L. 191, §18, 
which, while in terms applicable to de- 
vises of real estate, applies equally to 
bequests of personal property. The court 
thought that while the bequest in Clause 
3 was undoubtedly sufficient to carry an 
absolute interest, Clause 4 showed an 
intent that the mother should take only 
a life estate. 


WILLs — Construction — Intention 
Gathered From Earlier Will 


U. S. Court of Appeals Circuit—D. of C. 
Smith v. Shelton, 217 Fed. Supp. 22. 


In 1939 testatrix purchased an estate 
known as “Dower House.” Some ten 
years later she purchased a tract of 
16% acres which lay across the public 
road from the main entrance to “Dower 
House.” She died in 1948 leaving a will 
dated June 21, 1946. Article 5th of the 
will devised “Dower House” to Appel- 
lant “including all the real property, 
improvements and houses comprising the 
same ... absolutely and in fee simple.” 


The executors brought a suit to con- 
strue the will for the purpose of deter- 
mining whether the smaller tract was 
included in the devise of “Dower House.” 
District Court concluded as a matter of 
law that the smaller tract had never 
been incorporated into the “Dower 
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House” estate and therefore was not de- 


vised to appellant under Article 5th but 
was devised as a part of her residuary 
estate. Mrs. Smith appealed contending 
that the smaller tract was purchased to 
protect “Dower House” from undesir- 
able neighbors and thus was stamped as 
an appurtenance to the “Dower House” 
tract on which testatrix wanted her to 
be able to live with the same safeguards 
and protection which the testatrix herself 
enjoyed. ' 

HELD: Affirmed: The smaller tract 
was not mentioned or devised in Article 
5th or any other provision of the will 
and therefore passed as a part of the 
residuary estate unless extraneous evi- 
dence showed that testatrix intended to 
include it in the devise of “Dower 
House.” In 1944, for example, testatrix 
executed a will specifically devising the 
smaller tract to a friend and described 
it as “my real estate situate across from 
the lake of my ‘Dower House’ estate .. .” 
In the same will she devised the “Dower 
House” estate to appellant in the exact 
language used in the later probated 
will. The 1944 will evidenced that testa- 
trix did not regard the smaller tract as 
a part of “Dower House.” 








“IT like to impress the boss by taking home 
some work over the week end too, but 
Hill overdoes it!” 











WILLs — Construction — Bequest to 
Class “or Survivors” Does Not Pass 
to Issue of Predeceased Member 


North Carolina—Supreme Court 
Hummell v. Hummell, 85 S.E. (2d) 144. 


Decedent left her holograph will as 
follows (sic): “At my death I desere 
everything I I posess or may possess 
both real & personal or mixed to be 
equally deveded between my children, 
Magdalene, Leslie Ray, Louis & Eliza- 
beth Hummell Briggs or survivors—”. 
At the time of the execution of the will 
the testatrix had four living children, 
named in the will. After the execution 
of the will and before the death of the 
testatrix, Leslie Ray died, leaving as his 
distributees and heirs at law three sons. 
The executrix brought this proceeding 
for instruction by way of declaratory 
judgment as to who should take under 
the will. The court below ruled that the 
beneficiaries are Magdalene, Louis, Eliza- 





beth and the children of Leslie Ray, Ee 
latter dividing a one-fourth share, 


HELD: Reversed. By the use of rr 
words “or survivors” the intention 
clear that the survivors shall be dete 
mined as of the date of the make; 
death. No preceding estate is given a 
no other time is fixed for vesting t 
estate. The estate vested at the maker 
death. Leslie Ray did not have a sha 
because he was not alive to take at ¢ 
time the will went into effect. The onl 
way his children could take is to quali 


as survivors. The prevailing rule is th “i 
Chase 



















their father. However, under the lan 
age of the will, only Magdalene, Loui 
and Elizabeth qualified as_ survivor 

—Stafi Dige 


WILLs — Construction — “In Ca 
of Death” Means Dying Before Lif 
Tenant — Trustees Not Instruct 
As To Future Duties 


Massachusetts—Supreme Judicial Court 


Boston Safe Deposit and Trust Co. v. Northej 
1954 A.S. 989; Dec. 29, 1954. 


The will created a trust to pay the i 


The balance of the income, if any, shoulfSe 
be paid during C’s life in equal shares | 
the testator’s three brothers, Herber 
Henry and William, “and in case of 4 
death of any of said brothers his shat 
of said income to be paid to his heirs) 
Upon the death of C the trust was 1 
terminate and the trust fund be equal] 
divided among “my three brothers 1 
their heirs, the heirs of any to take | 
right of representation.” 
Herbert and William predeceased th 
testator, and in 1943 the court on 
petition for instructions decreed thi “ie 
5/12 of the surplus income should | 
paid to Henry and the balance be 
vided among the heirs of Herbert 4 
William. Then Henry died, with C stm 
living. The probate judge ruled thi 
Henry’s right to the income during ¢ 
life was a vested interest, because ! 
survived the testator, and passed uné 
his will. Accordingly it should be p? 
to his trustees. Henry’s heirs appealeé 


HELD: Reversed. While ordinar 
the phrase “in case of the death of 4 
of said brothers” means dying bef 
the testator, if no other period is ing 
cated, nevertheless, where the cont 
gency of death can be referred to 4 
other period, the courts will readily 
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Federation Bank & Trust Company 
461 Eighth Avenue, New York 1 
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Total Resources — over $90,000,000.00 


Thomas J. Shanahan, President 
William Larsen, Vice President & Trust Officer 





terling National Bank & Crust Company 


Joseph Pulvermacher, President 


William R. Yorkston, Trust Officer 











y, shoulSecurity Trust Co., Rochester .................---------..-------0--00------ 182 
shares { 

Herbey The Schenectady Trust Company 
se of i Schenectady, New York 
age “The Leading Community Bank” 
‘ py Resources over $80,000,000 
> equal Wesley W. Taber, Vice President, Trust Dept. 
hers al A 

take 1 The Merchants National Bank 

& Trust Company of Syracuse 





Harry Barber 
Vice President & Trust Officer 


James A. Close 
pice President & Investment Officer 


Kenneth Barton 
William B. Ogden, III 


Trust Officers 





NORTH CAROLINA 











h C stfMmerican Trust Co., Charlotte ....................----.-0----0---0------ 156 
led th 

ring C The Union National Bank 

rause ! of Charlotte 

ae Established 1908 Resources $62,729,721.93 


Thomas Grant, Vice President & Trust Officer 





opealed Everett C. Stevenson, Asst. Vice President & Trust Officer 
rdinari Ernest B. Hunter, Jr., Assistant Trust Officer 
h of a . e 
x bef The Guilford National Bank 
is ind of Greensboro 
conti Personal and Corporate Trusts 
1 to a W. L. Burns, President & Trust Officer 
adily Claude L. Batkins, Vice President & Trust Officer 


Inquiries Invited 


) 


Estat FEBRUARY 1955 








OHIO 





Central Trust Co., Cincinnati 





The Provident Savings Bank & Trust Co. 


Cincinnati, Ohio 


Frank J. Van Lahr, President 
Julius W. Reif, Vice President & Trust Officer 
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Ohio Citizens Trust Company 
Toledo 
Serving the Progressive Toledo Area 


Willard I. Webb, Jr., President 
Thomas H. Kiley, Vice President & Trust Officer 
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The Bryn Mawr Trust Co. 
Bryn Mawr, Pa. 
Established 1889 Resources $34,000,000 
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President Trust Officer 
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Potter Bank & Trust Company 
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Berks Title Insurance Co., Reading .......................-.----------- 117 





RHODE ISLAND 





Industrial National Bank, Providence .............................--- 160 





SOUTH CAROLINA 


The South Carolina National Bank 
of Charleston 
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Royal Trust Co., Montreal 
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Leighton P. Roper, Trust Officer 
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Recent Decisions 
(Continued from page 184) 


construe it. Where the first legatee takes 
only a life estate, the words of contin- 
gency may reasonably refer to the term- 
ination of the life estate. In this case 
the words “in case of death” refer to 
death not only before the testator, but 
during the life of the life tenant. As so 
interpreted the gift of income on Henry’s 
death was to his heirs. 

The petitioner also asked for instruc- 
tion as to the disposition of the shares 
of the income paid to the heirs of Her- 
bert and William if they should die 
before the life tenant, and likewise as to 
the shares of the principal of these 
heirs and Henry if they should pred>- 
cease the life tenant. The court refused, 
however, to consider these questions be- 
eause the first involved a conting2ncy 
which might never occur, and the others 
related to future duties. Except in un- 
usual circumstances trustees will not 
be instructed as to future duties. 


WILLs — Probate — Original Pro- 
bate of Non-Resident’s Will Grant- 
ed 


New York—Surrogate’s Court, New York Co. 
Matter of Wolff, N.Y.L.J., Jan. 18, 1955. 


The testator was domiciled in Mary- 
land and his distributees and legatees 
were also domiciled there. He named his 
son-in-law as executor in Maryland to 
administer all real property, tangible 
personalty situated in Maryland and in- 
tangible personalty the evidences of 
which were situated there. He named his 
son-in-law and a trust company in New 
York as executors in New York and in 
any other state in which it would be 
necessary to administer his assets —— 
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and authorized the New York executors 
to administer all real and tangible per- 
sonal property not situated in Maryland 
and all intangible personalty the evi- 
dences of which were not situated in 
Maryland. He left such intangible per- 
sonalty in New York. He directed that 
an executor appointed in any state 
other than Maryland should remit all 
assets to the New York executors. He 
directed the Maryland executor to remit 
to the New York executors all personalty 
not required for debts, administration 
expenses and specific bequests. He also 


directed the New York executors to pay 
directly all death taxes. The residue was 
directed to be held in trust by his son 
in-law and the trust company in New 
York. 

HELD: Ordinarily, the court is disin 
clined to take jurisdiction over estates 
of non-residents. But the propounded 
will shows a carefully conceived plan fo 
the administration of the estate which 
requires the independent original probate 
of the will in New York. The applica- 
tion for such probate should therefore 
be entertained. 
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